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CONSUMER COMMODITY PRICES AND MARGIN 
SPREADS 


INTRODUCTION 


In the Defense Production Act of 1952, the Joint Committee on 
Defense Production is directed to “* * * make a continuous 
study of the programs and of the fairness to consumers of the prices 
authorized by this Act and to review the progress achieved in the 
execution and administration thereof.” 

In compliance with this direction, your committee has prepared 
the following study. 

For over 18 months the national economy has operated under 
restrictive controls. During that time significant progress has been 
achieved in mobilizing the Nation’s resources for defense. 

Two years ago the country’s security was seriously threatened. 
Inflationary forces were rampant. The value of the dollar was drop- 
ping rapidly. Industrial leaders and businessmen were gravely 
concerned. All were trying to build inventories. Prices were rising 
sharply. Consumers were rushing to beat prices and shortages and 
all the time were being squeezed more and more by their own actions. 

Fortunately, the situation has vastly changed today. ‘True, we 
still face a common foe with the rest of the free world—the Com- 
munist menace. But the Nation’s industrial capacity is greatly 
expanded. Defense factories are in high gear. The domestic econ- 
omy is far stronger. People have more money and are spending it. 
There is now a good supply of all important types of consumer goods 
available. And, foremost, the public’s confidence has been restored. 

To bring all this about, the Government has been far from inactive. 
Stabilization efforts have achieved far better balance in both the 
domestic and international areas. This was accomplished by direct 
and indirect controls with higher taxes helping to reduce the consumer 
purchasing power with which to bid up prices. 

It was not, however, until the Government took positive action in 
early 1951 to stop the spiraling price rise that stability started to be 
restored. While price controls alone did not accomplish the entire 
job, they were the major factor in convincing both business and 
consumers that the hectic price rises had been halted so that indirect 
controls could become effective. 

Anti-inflationary measures had been ineffective in 1950. People 
had not been stopped by rising prices because they thought that 
prices might go even higher. But, when the price rise was halted, 
they decided that prices were “too high” and that it was a poor time 
to buy. As a result, the building of inventories, which had been 
proceeding at a huge annual rate, began to slow down. 

Consumer spending, which had accounted for 96 percent of consumer 
disposable income in the first quarter of 1951, fell to 90 percent by the 
last quarter of the year. Although 1951 saw a substantial rise both in 
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the rate of defense expenditures and for private expansion, this rise 
was offset by a reduction in inventory buying. And while consumer 
incomes continued to rise gradually, the increase went into savings, 
and total consumer expenditures remained fairly steady during the 
year. 

The over-all stabilization program created a different economic 

atmosphere, eliminating the excessive buying caused by fear of higher 
prices. By February 1952 , the rise was temporarily brought to a dead 
halt, and for 1 month the cost of living actually declined about half of 
1 percent. It was the first time since Korea—and the last to date. 

As 1952 advanced, more and more markets softened under the 
impact of all the anti-inflationary controls while the consumers’ index 
moved upward. As markets eased, many of the same businessmen 
who had urged the Government to take far more drastic action to 
curb rising prices began to question—and rightfully so from their point 
of view—the need for continuing controls. This question of controls 
or no controls reached a major issue by the time congressional hear- 
ings were held on the extension of the Defense Production Act, in 
April and May. Practically every representative from American 
business appearing before the committees strongly urged that this or 
that type of control or restriction be eliminated in the act. 

The fact that Congress, in extending the act for 1952, saw fit to 
modify price controls is ¢ learly indicative of the progress made over the 
months. Under partial mobilization, parts of our national economy 
have proven to be very flexible and able to absorb a great deal of the 
inflationary pressure primarily through greater productive capacity. 

The shortages which people earlier feared would develop just did 
not materialize. That was true of many lines—certainly of the textile 
and most housefurnishing items. But large segments of our economy 
are not as flexible, such as raw materials and practically all of the 
metals that are so urgently needed for our expanding military and 
defense-supporting programs. Before Korea, about 8 percent of our 
total national product was going into national defense. Today it is 
better than 15 percent, and by the end of next June it is expected to 
reach nearly 20 percent. This in itself could create additional pres- 
sures, but is not expected to become too serious. 

The fact that the cost of living has continued to climb steadily 
month after month has been of deep concern to members of your 
committee. ‘Time and again, during the past year and a half, hear- 
ings and conferences have been held by committee members with 
those responsible for maintaining a balanced economy through the 
proper administration of authorized Government controls. By the 
same token, representatives of labor, consumer groups and business 
have given your committee the benefit of their experience and obser- 
vations concerning the effectiveness and need for controls. The 
opinions of these groups have been especially helpful to your “‘watch- 
dog’’ committee in seeing that proper action was taken, first, to combat 
the evils of inflation and, more recently, to see that a sound decontrol 
policy was established and applied wherever controls can be lifted 
without endangering our security. 

But the fact remains that consumers and businesses alike feel that 
prices and costs are high. Consumers blame retailers; retailers 
blame wholesalers; wholesalers blame processors, and processors blame 
farmers and raw-material suppliers. ‘To combat the situation, con- 
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sumers and labor organizations plead for controls to lower the cost 
of living; management demands their elimination as a production 
incentive to bring down prices; labor insists that industry can afford 
to absorb wage increases; industry argues that profits are dwindling 
in the face of constant wage demands and cost-of-living contracts. 
And so the conflict goes on and on, with pressure coming from all 
sides supported by strong facts and arguments. 

Congress apparently realized the seriousness of this question when 
it made specific provision for this study in extending the Defense 
Production Act. 

In accepting this assignment your committee realizes that it has 
neither the staff nor the funds to adequately analyze so complicated 
a subject and one that reaches into every type of business transaction 
in this vast country. The committee has endeavored, however, to 
comply with the wishes of the Congress. Through the assistance of 
the interested Government and outside agencies, the committee staff 
has anlyzed the prices and margins of some of the more important 
commodities in the cost of living index and the results of this study are 
discussed in the report that follows. 

In a subject so involved as this, the committee feels that it would 
be impractical to attempt to reach any definite conclusion without 
more exhaustive study and extended field survey. It is hoped, how- 
ever, that the facts presented will help to throw some additional light 
on the current price-trend situation, as well as some of the basic prob- 
lems involved, that are of such deep concern to the committee members. 

The committee wishes to take this opportunity to thank the mem- 
bers of the Office of Price Stabilization, Department of Agriculture, 
Department of Labor, Federal Trade Commission, and others, both 
in and out of Government, who have cooperated with the committee 
staff in the preparation of this report. 


Status oF Price ContTrRoLs 
WHAT HAS HAPPENED 


Examination of price movements since Korea will show that the 
period divides itself into two parts: The first, from June 1950 to the 
issuance of the General Ceiling Price Regulation (G@CPR) on January 
26, 1951, and the second, from the general freeze date to the present. 

During the first period almost all prices at all levels rose sharply and 
at quite unusual rates. This resulted in an unhealthy price pattern 
characterized by abnormal relationship between prices of individual 
commodities, prices of major groups of industries, and prices at dif- 
ferent levels of the wholesale and retail trades, causing many disparities 
that threatened to cause further upheaval. 

During the second period (January 26, 1951, to the present) the 
earlier inflationary price riseewas checked and general stability was 
reached in the price level. Prices which climbed most steeply in the 
first phase tended to fall most rapidly, while most of those which had 
risen less rapidly receded gradually. In this process of correction the 
price structure of our economy regained much of the balance it had 
lost during the earlier phase. Much of this convergence had occurred 
by August 1951 and then the relationship of prices held fairly steady 


until January 1952 when further declines in wholesale prices nar- 
rowed the gap. 
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These facts are well borne out when the movements of three principal 
price indexes most frequently used to gage the general price trend, are 
compared in terms of their percent rise or decline from June 1950. 
Chart 1 shows that sensitive spot market prices spiraled in the months 
from Korea to February 1951 but declined almost as sharply imme- 
diately after that. Wholesale prices climbed somewhat less rapidly 
and declined more slowly. It is significant that the Consumer Price 
Index rose least during the early Korean period but has continued to 
rise steadily ever since. It is to be noted that the price levels of the 
three indexes are in fairly close relationship at the present time. (On 
appendix, p. 79 the current price indexes are compared with the 


1951-52 peak and low prices.) 
Cuarr 1 
PRICE INDEXES OF CONSUMER, WHOLESALE AND SPOT PRIMARY MARKET COMMODITIES 
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The same general picture of rapid but irregular rise followed by an 
equally irregular decline is shown by the major groups of wholesale 


prices when related to June 1950. (See chart 2.) 
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Cuart 2 
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The Consumer Price Index has not followed the wholesale price pat- 
terns. (See chart 3.) Throughout the past 2 years, the Consumer 
Price Index has moved constantly upward (except for February 1952), 
although the rate of increase since the price freeze has been moderate 
each month. It will be noted that house furnishings declined after 
June 1951 and apparel after October of the same year. 


CHart 3 
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It is hardly necessary to point out that the widely varying cost and 
demand conditions existing in various markets, the broad differences 
in market structures, and other economic factors makes it difficult to 
make any broad generalization on price trends. While some prices 
have remained at their high levels, many important consumer pro- 
ducts have continued to rise. Others rose slightly in the earlier 
period and have risen little or not at all thereafter. 


EARLY PRICE CONTROL POLICY 


In order to set the stage for any consideration of the fairness of 
current prices to consumers, it is necessary to review the policies that 
were established and what actions were taken to halt rising costs and 
prices in the months following Korea. Those early decisions, par- 
ticularly prior to the general freeze regulation on January 26, 1951, 
are largely responsible for the present price structures that are costing 
the American public billions of additional dollars annually. 

First, let us make a comparison with the economic situation exist- 
ing in World War II at the time OPA first froze prices in April 1942. 
That general freeze caught prices in a reasonably normal pattern. It 
did not come at the close of a period of frantic buying such as was 
experienced from after Korea. 

In part, this was the result of different economic circumstances, and 
in part the result of the 1942 administration foreseeing the inflation- 
ary dangers and, instead of delaying, placed most of the speculative 
commodities and raw materials under controls, several months before 
the April freeze. 

True, the picture was different this time. Price levels had risen 
substantially by the time the Congress had completed the Defense 
Production Act on September 8, 1950. But more significant was the 
fact that there were two schools of thought qrovaliiia at the time. 
One group, including many economists both in and out of Govern- 
ment were urging that compulsory direct price controls not be used. 
This group argued that inflation could be better controlled—at least 
in the absence of an all-out war—by the indirect controls of monetary 
and credit policies. They contended that higher taxes would siphon 
off excess consumer and business income which would otherwise be 
used to bid up prices and that monetary and credit controls would 
dampen spending from borrowed funds and accumulated liquid 
assets. Others in this camp opposed direct controls as a matter of 
principle, holding that the American enterprise was based on freedom 
of markets. 

Furthermore, this group found support in the Defense Production 
Act which did not grant authority for compulsory price control with- 
out reservation. It is probable that they pointed to section 402 in 
title IV which read in part as follows: 

In order to carry out the objectives of this title, the President may encourage 
and promote voluntary actions by business, agriculture, labor and consumers 

* * may exercise the authority to approve voluntary programs, and agree- 
ments conferred on him * * *, To the extent that the objectives of this 
title cannot be attained by action under (the foregoing) * * * the Presi- 
dent may issue regulations and orders establishing a ceiling or ceilings on the 
price * * * of any material or service, and at the same time shall issue 


regulations and orders stabilizing wages, salaries, and other compensation in 
accordance with the provisions of this subsection. 
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In accord with this provision it was held that compulsory controls 
could not be imposed until a strong effort had been made to make 
voluntary action work first. 


VOLUNTARY CONTROLS INEFFECTIVE 


By December it became clear that voluntary price stabilization was 
not working. Another buying wave was set off as the Chinese armies 
poured into Korea. Again prices started to rise more rapidly. Many 
businesses attempted to hold the price line but were forced to raise 
prices because their suppliers raised theirs. Other firms did not even 
attempt to ‘play ball.”” Those which tried to hold the line were at a 
serious and unfair competitive disadvantage. The results clearly 
indicated that stronger price control was imperative and demands, 
both in and out of Government, were made that the administration 
use its vested authority to check spiraling prices. 

The Congress had provided for the appointment of an Administrator 
of Economic Stabilization and a Director of Price Stabilization. The 
President appointed Dr. Alan Valentine, Administrator, on October 7, 
1950, but it was not until December 12, that Michael V. DiSalle 
became Director of Price Stabilization. 

By the Ist of January 1951 the sweep of events made it clear that all 
voluntary programs were only half-way measures and would not suf- 
fice. In December the automobile industry gave notice of an in- 
tended price raise and the first price regulation issued December 18, 
1950, freezing automobile prices at December 1 levels, was a tele- 
graphic forerunner to other industries that controls were imminent. 
Frantic buying became generalized. Rising prices led to increasing 
demands for compulsory controls. These demands stimulated further 
price boosts as sellers tried to beat any general freeze. This infla- 
tionary spiral circle gained speed rapidly and because of it the 
American public has been made the victim of a further unnecessary 
price rise totaling billions of dollars annually. 


THE GENERAL FREEZE 


The responsibility for this costly delay must fall largely upon the 
Administrator of Economic Stabilization who resigned on January 19, 
1951. The new Administrator, Mr. Eric Johnston, moved promptly. 
The Office of Price Stabilization was set up on January 24 and 2 days 
later a general freeze—the General Ceiling Price Regulation (GCPR) 
was issued. This regulation froze prices at the highest levels prevail- 
ing in the base period of December 19, 1950, to January 25, 1951. 

OPS claims that this base period was selected only after considerable 
debate. The voluntary pricing standards of December 19 had prom- 
ised that price increases made after December 1, and not justified by 
the standards, would be ignored in any subsequent official price action. 
By late January, prices had advanced so far that it was impossible for 
OPS, with its small staff, to analyze the many factors that caused the 
December 1—January 25 price increases in thousands of businesses. 
Any roll-backs without such an analysis would have resulted in gross 
inequities and financial hardships. Therefore, OPS decided to honor 
all increases that had occurred up to the very date of the freeze on the 
grounds that a roll-back was not practicable. 
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This was a most far-reaching decision because of its broad bearing 
upon the over-all price levels. This not only increased the cost of the 
consumer’s market basket but also the wage “cost of living” adjust- 
ments, the higher prices for raw materials, production equipment and 
marketing charges—to mention only a few phases of our economy 
directly affected. 

In fact about 45 percent of the total increase in consumer prices 
and 35 percent of the total increase for wholesale commodities which 
occurred in the 7 months between Korea and February 1951 actually 
took place during December and January. 


Consumer Price Index, Wholesale Index, 
1935-39= 100 1947-49= 100 
Percent Percent 
Index change from Index change from 

| June June 
em OR a iii ca cactis bens agen cc eck aaalie | SI BE Bis ks ecccincicccee BE iis cceed 
a ae sinensis desheaicnatiiccnmnininaelD 175. 6 3.2 109.3 8.0 
Ried: SOIR eo ek eee 178.8 5.1 112.1 10.0 
cia a ar | 181.5 6.6 115.0 13.0 
i eer eee | 183.8 8.0 116.5 14.5 


The fact that OPS recognized the limitations and inequities of such 
a freeze is evidenced by the statement of consideration accompanying 
the General Ceiling Price Regulation which read in part: 

It is recognized that the issuance of. one regulation covering millions of prices 
and sellers and thousands of industries, differing in structure, market organization, 
and degree of complexity, cannot be expected to cover adequately the multitude 
of problems that arise in day-to-day pricing. It is, therefore, the intention of the 
Director of Price Stabilization to issue, as soon as practicable and after appro- 
priate consultation, additional price ceiling regulations, some general in scope, 
and some tailored to meet the separate problems of individualindustries * * *. 


EXEMPTIONS FROM CONTROLS 


It should be pointed out that while the freeze regulation was 
intended to cover all sellers, manufacturers, wholesalers, retailers, and 
suppliers of services there were many exceptions for legal or strong 
practical reasons. Some of these have had and are currently having 
varying effect upon the over-all cost of living to the consumer. 

First, some exemptions were provided in the act itself—real estate, 
insurance, professional services, books, magazines, motion pictures, 
common carriers, public utilities, and margin requirements on com- 
modity exchanges. 

A number of commodities were excluded for reasons of adminis- 
trative impracticability. These included stamps and coins, precious 
stones, paintings, antiques, used personal or household effects sold by 
the owner. 

More important were the following groups of agricultural and related 
commodities: Raw and unprocessed agricultural commodities when 
sold by the producer were exempted; first, because it was not found 
practicable to apply the freeze technique to sales by individual farmers, 
and second, because the current prices of most such commodities were 
below parity—the minimum price levels at which producer ceilings 
could be established under the act. 
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OPS realized at the start that fresh fruits, vegetables, fresh fish, 
and sea food are subject to sharp and unforeseeable price fluctuations 
because of natural variations in output as well as their seasonal and 
perishable character. Consequently, OPS felt that the imposition of 
a general freeze on these commodities might freeze many inequitable 
prices. Therefore, these items have never been controlled, with the 
exception of potatoes. Fresh fruits and vegetables were exempt in 
the 1952 Defense Production Act, as amended. 

While prices of live animals were generally above the minimum 
standards of the act, OPS decided that they could not practically be 
controlled by a freeze. Although meat was subjected to control, at 
all levels, livestock was exempt. 

Although ceilings were generally not imposed on farm products at 
the producer level, other sellers of these products, or of products 
processed therefrom, were subject to control with the exception, 
already noted, of fresh fruits and vegetables. But because most 
farm products were below parity at producer levels, rigid ceilings 
could not be imposed at other levels. Consequently a device which 
came to be labeled the ‘‘parity pass-through” was adopted. In effect 
this meant that if the price paid for a farm product by a subsequent 
seller or processor rose, that seller or processor was permitted to 
adjust upward his own ceiling price by the dollar-and-cent amount 
of the increase in price which he paid. In this way, no obstacle was 
placed against the rise of farm products toward their legal minimum 
levels, but originally resellers and processors could not raise their 
distributive or processing margins. However, the 1952 act was 
amended to permit a percent pass-through instead of only a dollar-and- 
cent pass-through. Although many resellers and processors came 
later to be governed by other regulations, this principle of floating 
ceilings has been preserved by law for those products still below parity 
at the farm level. The processing or distributive margins, however, 
have been in many cases raised or lowered in recognition of the fact 
that December 19 to January 25 margins were frequently abnormal 
and more recently in conformity with the 1952 act, as amended, which 
affords cost adjustments to processors and traditional mark-ups to 
wholesalers and retailers. 

One thing stands out as a result of the OPS general freeze. The 
fear of run-away prices was dampened immediately and consumers 
began to slow up on purchases to where sales dropped appreciably 
and businessmen found inventories rising. This caused liquidations 
in many commodities during the summer and fall markets of 1951. 
Many raw materials, as well as finished consumer goods began to 
weaken. As a result, certain lines gradually softened to the point 
where market prices were 5 or 10 percent below ceilings and a few as 
much as 20 percent or even more. 


INEQUITIES FROM GENERAL FREEZE 


Since the January freeze caught American business in a highly 
uneven price rise—some skyrocketing, some climbing gradually, others 
only slightly—one of the first problems was to eliminate the most 
serious inequities and rolling back the most excessive prices. 

Because wholesale prices of both raw materials and manufactured 
goods, had risen much more than retail prices it was anticipated that 
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consumer prices would continue to rise. Moreover, it was considered 
impractical by OPS to attempt to close the gap between wholesale 
and consumer prices by rolling back wholesale prices to an earlier level. 

Industry as well as economists argued that more normal price 
relationships had to be restored before the price structure could be 
stabilized. Otherwise, they claimed that wide distortions would 
exist among competitive industries resulting in unfairness and financial 
hardship to thousands of firms. OPS, therefore, concentrated its 
efforts on ways to narrow the price gap at the lowest possible level. 

In some well-organized markets, all prices change together. But in 
most markets a price change is effected only over a period of time 
during which disparities exist between prices at different levels of 
production and distribution, prices for different grades, of different 
sellers, in different locations, and so forth. Such disparities had 
become particularly serious in December 1950 and January 1951, 
because some sellers had tried sincerely to observe the voluntary 
pricing standards while their competitors had ignored them. A 
freeze of prices thus penalized the patriotic and cooperative compared 
to those who paid no attention to the Government’s request. 

Other industries let their prices fluctuate freely in response to 
demand. In this group are the highly speculative commodities, 
whose prices can be doubled or halved in a few months of frantic 
trading. Among the industries whose prices are based on costs, 
some normally base their prices upon a mark-up over costs actually 
experienced, while others base their price calculations upon current 
replacement cost or even on anticipated future replacement cost. 
A business whose selling price was based upon costs incurred a month— 
or even 6 months—e arlier, might find the prices of its suppliers frozen 
at much higher levels than those on which its own selling prices were 
based. But a firm which based its selling price on an anticipated 
higher replacement cost might find that the freeze prevented the 
anticipated cost increase, leaving it with a greatly expanded margin. 


CEILING PRICE ADJUSTMENTS 


There were, however, a number of situations where cost increases 
subsequent to GCPR made it necessary for OPS to permit the increase 
of sales prices by raising ceilings. Such cost increases arose from a 
variety of sources but the »y all can readily be divided into two groups: 
Those that had their origin in the inflationary process preceding price 
control, and those that resulted from the use of higher-cost resources 
to reach the required level of defense production. 

The obvious example of ceiling-price increases resulting from the 
precontrol inflation were those granted to manufacturers and dis- 
tributors on the basis of higher raw material or merchandise costs. 
In many of the distributive trades, adjustments were automatically 
allowed once these trades were placed under margin regulations. 
Other trades were given protection against undue squeeze through 
increases over GCPR prices where merchandise costs were raised as a 
result of the manufacturing regulations. These manufacturing regula- 
tions themselves provided adjustments for yet unreflected increases 
in both raw material and labor costs up to certain cut-off dates. 
Original cut-off dates were either shortly before or shortly after the 
freeze date. But section 402 (d) (4) 1951 Defense Production Act 
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required recognition upon application, of all cost increases to manu- 
facturers, processors, and suppliers of services up to July 26, 1951. 
Ceiling adjustments under this provision are still in progress and will 
probably continue for some time. 

Even before that amendment was put into operation, prefreeze cost 
increases led to higher ceilings under other regulations. For example, 
precontrol price pressures were felt when the Interstate Commerce 
Commission found it necessary to increase freight rates of the railroads. 
The OPS thereupon was forced to raise ceilings of those commodities 
whose prices are decisively influenced by transportation costs. Heavy 
goods, such as coal, sand, and gravel, were most seriously affected. 

The expansion of defense production has exerted cost pressure in 
many fields. Increases of this kind were made in a few instances upon 
the instruction of the Director of Defense Mobilization. Higher 
prices for foreign copper and increases in domestic lead and zine prices 
are examples. These raw materials price increases often resulted in 
the necessity for higher ceilings for products made from these metals. 

Another example of price increases requested by the Director of 
Defense Mobilization to stimulate larger output from more expensive 
resources is the treatment accorded the machine-tool industry. The 
industry was permitted to add 12 percent to its pre-Korean base 
period prices, and adjust them for labor and material cost increases 
up to September 10, 1951, as well as for cost increases due to more 
extensive use gf overtime, premium shifts, and subcontracting. 

The GCPR freeze did not itself establish any ceiling for a com- 
modity not sold in the base period. Manufacturers bring out new 
commodities from time to time. In some fields—for example, ladies’ 
dresses—this is continuous. And there are seasonal commodities not 
sold in a given base period that is shorter than a full year. 

Special pricing techniques, therefore, had to be provided which 
could be used to establish new goods prices in an efficient and equitable 
manner without undue burden either upon the seller or upon the 
price-control agency. 

Thus the freeze, based upon deliveries between December 19, 1950, 
and January 25, 1951, created an uneven structure of prices: Distorted 
relationships existed between selling prices and cost prices, between 
prices and profits of different firms in the same industry, between prices 
and profits of different industries. Under these conditions it would 
have been unjust to hold prices to their GCPR freeze levels. Todoso 
would have resulted in loss for many businesses. 

Your committee fully realizes, that even with an adequate organiza- 
tion OPS faced a formidable job in trying to adjust the out -of-line 
prices while holding the line on the others “immediately following the 
freeze. Your committee also appreciates that a fair and effective 
price stabilization program could not possibly be developed by han- 
dling each individual price situation separately. General techniques 
and standards, consistent and appropriate to economic conditions as 
well as legal requirements, had to be developed and that takes time. 

This all required an experienced and trained staff both at head- 
quarters and in the field offices. Plans had to be made for educational 
and information programs to acquaint the trade with regulations, the 
objectives and obligations thereunder. But due to earlier delays in 
setting up OPS, what personnel was available on the freeze date was 
far inadequate to administer the job that should have been under- 
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taken immediately after January 26, 1951. In fact it required several 
weeks to recruit the know-how from industry and retail businesses to 
properly analyze the distortions and interpret trade practices in terms 
of price regulations. 

During all of this time consumer prices were steadily rising; many 
businesses were forced to remain frozen at unfair levels and thousands 
of hardship cases needed relief. All of these factors have contributed 
to the higher prices and costs for many businesses that had to be 
adjusted upward in later regulations. 


TAILORED REGULATIONS 


Tailored regulations have the advantage of being especially pre- 
pared for a reasonably uniform group of sellers—a specific industry 
or a particular segment of an industry. Thus, in contrast to a gen- 
eral freeze or some other general regulation concerning a broad area 
of diverse activities, a tailored regulation can be fitted to the par- 
ticular economic conditions and operating practices of the industry 
it covers. 

It provides prices which conform closely to historical or other 
reasonable differentials—by grade, location, class of seller and buyer, 
and so forth. This permits a lower average level of ceiling prices or 
a price structure that is more equitable and better adapted to main- 
taining a normal flow of goods than is possible under a regulation 
which ignores or merely freezes such differentials. 

Various techniques of pricing are possible in tailored regulations. 
Specific dollar-and-cent ceilings clearly are the most desirable tech- 
nique and they have been used by OPS wherever practical. They 
can be applied, however, only where sellers and products are so few 
that specific ceilings can be set for each item of each seller—as in the 
case of passenger automobiles—or where goods are standardized and 
uniform prices have historically prevailed. 

Where dollar-and-cent ceilings could not be used, an effective alterna- 
tive was a straight price freeze. This kind of freeze—radically different 
from the general emergency freeze used to stop a helter-skelter price 
run-away—was often used by OPA. It was not so readily available 
to OPS because the 1950 boom had left few situations indeed where 
both structure and level of prices offered a satisfactory base. There 
are, however, cases where the 1951 recoil from the boom restored 
suitable conditions and a straight freeze has been used by OPS, for 
instance, in setting present ceilings for soap and detergents. In other 
cases, it was possible to use the price structure of a pre-Korean base 
period, while modifying the price level in a clear, uniform, and simple 
fashion. ‘This was done for a large number and variety of rubber 
products and, in part, for canned fruits and vegetables. 

Where neither dollar-and-cent ceilings nor a str aight price freeze was 
practical, tailored regulations had to provide a pricing formula which 
expressed customary pricing methods in clear and unmistakable terms. 
This technique was particularly necessary where the producers’ prod- 
ucts frequently change. Generally, such a formula provided some 
mark-up—either the seller’s own historic or a specific one—over cer- 
tain clearly identifiable cost elements. To avoid continuous escala- 
tion, it has been the policy of OPS to add this mark-up to costs as 
of some appropriate cut-off date rather than to current costs. 
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A relatively simple and therefore desirable version of this formula 
method is the mark-up technique generally used by OPS for many 
distributive trades. In line with the normal operating practices of 
these trades, a single mark-up over purchase cost can be fixed. 

Your committee recognizes that the preparation of sound pricing 
regulations that would effectively blanket our economy was at the best 
a slow process. The committee further appreciates that frequently 
time-consuming research was involved; that regulatory actions of 
other Government agencies had to be cleared ; that ofttimes the effect 
upon industry practices required several industry advisory meetings; 
and that careful review was necessary from a legal and policy angle. 

However, it was October 1, 1951, before the director instruc ted the 
OPS divisions to put on an all-out drive to-replace the general freeze 
with individual tailored regulations. 

It is true that about 70 tailored regulations were issued prior to October 

951 but many others were held up because of policy decisions and 
dates in obtaining legal and top-side clearance w hile OPS officials 
were hopefully waiting for more favorable legislation. This was 
particularly true from April through September 1951 when congres- 
sional heari ings were being held on various price control amendments. 

Here, again, this delay undoubtedly contributed to the need for 
higher ceiling adjustments incorporated later in many of the regula- 
tions because of the inequities and higher costs that had become 
firmly established during the period that prices rose unevenly. 

To date, OPS has issued 171 separately tailored ceiling price regula- 
tions as well as 119 supplemental regulations to the General Ceiling 
Price Regulations (GCPR). In addition, 32 supplemental regulations 
have been issued to the general manufacturers’ regulation (C PR 22) 
applying to an estimated 75,000 industrial firms. Seven suppleme seas 
regulations have been issued for the machinery and related manu- 
factured products (CPR 30). Dollar-and-cents ceilings have now 
been established in better than 100 price regulations. 


MANUFACTURERS’ PRICES—COST ADJUSTMENTS 


Price distortions and inequities at the time of the GCPR freeze 
were especially serious in many manufacturing industries due to 
the long and complex chain of transactions so often involved. 

For OPS to have tried to correct these distortions piecemeal would 
have been impossible. Therefore OPS prepared general manufac- 
turers’ regulations (CPR 22 and 30). These regulations were intended 
to restore more normal cost-price relationships by achieving roll-backs 
where prices had outpaced costs since Korea and permitting increases 
where the GCPR had resulted in squeezes. They established a pricing 
method which did not favor those who ignored the voluntary appeal 
of December 1950 and did not penalize those who cooperated. 

The original effective date of the general manufacturers’ regulation 
was May 28, 1951. Because many manufacturers complained that 
they needed more time to complete their calculations, the effective 
date was extended to July 2. Thereupon, the regulation was caught 
in the legislative jam that prevented extension of price-control au- 
thority before the expiration of the original Defense Production Act 
on June 30, 1950. When Congress did extend the act for 1 month, it 
contained a proviso prohibiting roll-backs, and thus made it impossible 
to put the regulation as written into compulsory effect in July. 
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When the act was passed on July 30, it incorporated several new 
provisions, including section 402 (d) (4). This amendment, as 
opposed to the manufacturers’ regulation as issued by OPS, permitted 
recognition of total costs—including overhead—rather than material 
and factory labor costs up to July 26, 1951. In 1952 the amendment 
was clarified to make certain that the same treatment be afforded 
processors of all agricultural products as well as industrial firms. 

OPS delayed the mandatory use of CPR 22 and CPR 30 pending the 
outcome of the congressional hearings on the amendment. The hear- 
ings were completed in September but it was November 1951, before 
OPS finally revised the regulation and instructed manufacturers that 
CPR 22 and CPR 30 would become effective December 19, 1951. 

So far, 2,300 companies have filed about 8,200 applications for 
increased ceilings on individual product lines under the section 402 
(d) (4) amendment. This regulation has made it possible for some 
individual sellers to puncture industry-wide ceilings established under 
tailored regulations. 


DISTRIBUTORS’ PRICES 


After the freeze, many retailers could not buy merchandise at the 
freeze prices of their suppliers and sell it at their own freeze prices 
without incurring an undue reduction in their trading margin or per- 
haps even a loss. But many others had marked their goods so high— 
in anticipation of further increases in their purchase prices—that their 
freeze prices retained unduly large margins when the anticipated 
further rise of suppliers’ prices was stopped by GCPR. 

Experience has shown that in many distributive trades the only 
practical way of setting ceilings is the control of the mark-up over 
invoice costs. This is especially true for those trades that handle a 
highly varied and constantly changing selection of merchandise. 
Department stores and many specialty stores are examples. Even 
the mark-ups in these stores vary widely between categories of mer- 
chandise and price lines and between stores in the same city and from 
city to city. In trades of this type each distributor’s own historic 
mark-up structure for each category of goods is the most practical 
method of price control. This method was used by OPS in CPR 7 
which covers a wide range of trades and commodities. 

In other trades, merchandise and operating practices are sufficiently 
standardized to permit uniform mark-up rules. This solution has 
been used in OPS grocery regulations at wholesale and retail levels. 

By adding distributors’ percentage mark-ups to dollar-and-cent 
ceilings set at earlier stages it has been possible to establish definite 
dollar-and-cent ceilings at wholesale and retail. This was first done 
for beef and later for certain other items—such as antifreeze. Special 
retail ceilings for other meats and groceries on a local basis in the com- 
munity pricing program have been developed. 

This program is discussed in detail on page 59. 


DISTRIBUTORS —RETAILERS’ PERCENT MARK-UP 


While distributors appeared satisfied with the general types of con- 
trol used by OPS, criticism was aroused by two actions concerning 
automobiles and wool carpets which increased manufacturers’ prices 
while allowing distributors to pass on only the dollar-and-cent amount 
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of the increase. ‘This was based on the belief that the level of earnings 
in these trades made it possible for distributors to absorb the slight 
indirect cost increases that might be involved. It was also well known 
that distributors’ profits had sharply risen during the war, in spite of 
the cost absorption policy of OPA. When distributors’ invoice costs 
and business volume rise—as they usually do in an inflationary 
period—their expense rate tends to decline, leaving room for reductions 
in percentage mark-ups as well as increases in net profits. 

The OPS took the position that where this leeway existed it should 
be used to keep consumer prices as low as possible, although it recog- 
nized that percentage mark-ups had to be preserved when and where 
business conditions made this a requirement of fair and equitable 
ceilings. ‘This position, however, failed to satisfy trade association 
representatives who appeared before congressional committees when 
the extension of the Defense Production Act was in preparation. ‘The 
Congress introduced section 402 (k) into the act, prohibiting OPS 
from taking any action which would “deny to sellers of materials at 
retail or wholesale their customary percentage margins over cost of 
the materials during the period May 24, 1950, to June 24, 1950.” 

Since this amendment went into effect, all new price regulations 
governing the wholesale-retail trades have conformed to its require- 
ments. A number of regulations have thus provided higher ceilings 
than might otherwise have been necessary. Among examples are 
the ceiling er increases necessitated by new excise taxes effective 
November 1, 1951. While in these as in all similar instances OPS 
was oaaniae to raise ceilings for manufacturers and distributors by 
the full amount of the additional tax, it was found that in most dis- 
tributive trades taxes had customarily been included in the cost basis 
to which distributors’ and retailers’ percentage mark-ups had been 
added. Accordingly, the amendment forced OPS to allow ceiling 
price increases that included their customary percentage mark-up on 
the new taxes flowing into the Treasury. 


Status OF WHOLESALE PRICES 


For many years the Bureau of Labor Statistics, Department of 
Labor, has done an outstanding job as the Government's official 
agency for collecting, analyzing, and compiling into usable index form, 
the price movements in literally millions of wholesale and retail 
commodity transactions carried on in this country monthly. From 
this basic data, it has been possible for BLS to furnish OPS with over 
200 special reports since Korea. Some of these required weeks of 
survey work in the field. These have provided OPS with up-to-the- 
minute checks on the traditional and current prices and margins that 
have become general practice among thousands of wholesales and 
retails in scores of different trades. 

In fact, the only way price changes can be studied is by the use of 
“key” prices and combinations of them into price indexes—thus the 
importance of the Consumer’s Price Index and the Wholesale Price 
Index. The first covers a catstulke chosen list of 203 items of goods 
and services purchased by ordinary consumers, as priced under care- 
fully specified conditions in cities in the United States. The second is 
composed of over 1,800 commodities, in terms of their prices at the 
first point of sale after production. To understand the movement of 
prices generally it is necessary to use both. 
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The wholesale index fluctuates more sharply than the retail index, 
and wholesale price changes are not usually reflected immediately in 
retail prices. In addition, many items sold at wholesale never enter 
the final consumers’ retail market directly. For instance, few con- 
sumers would have any use for copper, except as a paper weight per- 
haps, or even for the brass sheet made from copper. Most of us are 
supremely indifferent to the price of turret lathes—we can’t eat or 
wear them. But about half the value of business done at the whole- 
sale level is in terms of such “industrial goods,” and their prices do 
have an eventual effect on our cost of living or on our taxes if the 
Government buys them. 


WHOLESALE PRICE TRENDS 


After 16 months of continuous decline which began in March 1951, 
wholesale prices increased in both July and August of this year and 
then declined moderately in September. 

The following table showing August 1952 wholesale figures gives a 
comparison percentwise of current prices with previous periods. It 
will be noted that farm products’ prices have increased over 16 percent 
and processed foods 14 percent since Korea. The processed foods 
have moved upward for 4 months while farm products have moved 
up and down gradually during the last 8 months. Processed foods 
whieh-ere-nelonger-cortroted are now above the January freeze date 
but slightly under last year. 


Wholesale price index—Percent changes to August 1952 from selected dates 





August | GCPR, 








t Pre-Korea, 
Group July 1952 1951 oa June 1950 

AE GOMMMNOEUING. ....... 2c ecciseccussesssin cpa +0.3 —14 —2.5 +11.9 
I NON os 3 nn once csnin cs cde cben eden eeeeenne —0.3 —0.5 —2.1 +16.3 
PRISE NOOES. 5 <0 -unncoennscchacsdlulenendenes +0. 5 —0.6 .3 +14.2 

All commodities other than farm and food............-- +0.4 —1.7 —3.2 +10.5 
Textile products .....--......--------------se------ 4a3|  <ae| ome +6.3 
Hides, skins, and leather products_...............-.- +0.3 —18.2 —24.2 —2.6 
Fuel, power, and lighting materials. --.............- —0.5 —0.8 —0.8 +3.0 
Chemicals and allied products__.......--- ble deri —0.2 —4.1 —6.6 +12.9 
ee Ie Sin nd snc ectrncagutaspebacepenen —1.3 —11.1 —16.1 +17. 2 
Lumber and wood poccasts Piast ak ace dees | +0.1 —1.6 —4.1 +7.0 
Pulp, paper, and allied products. ..-...........-..- | +0.3 —3.3 —3.7 +20. 5 
Metals and metal products...-...........---..----- +1.6 +1.3 —0.2 +13.8 
Machinery and motive products---__...........-..-- 0 +2.1 +3. 5 +14. 2 
Furniture and other household durables_-.........-- 0 —1.7 —2.3 +8. 2 
Nonmetallic minerals (structural) -.........-- 7 0 +0. 2 +0. 2 +8.0 
Tobacco manufactures and bottled beverages 0 +2.8 +2. 2 +9.3 
Ie. coesclienetab hcdsasdabeeeaanbntnas +3.2 +6.1 +6.1 +12. 4 


Charts 4, 5, and 6 that follow clearly show the general downward 
trend that has taken place since early last year in wholesale prices of 
all major consumer ‘commodities. (See chante 29, 30, 31, and 32, 
appendix, pp. 80 to 83, for durable-goods items, including metals, 
machinery, chemicals, and others.) 
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CHART 4 
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WH These declines in wholesale prices were in part a result of price 
controls, and in part reflect the decline of the speculative and other 
inflationary pressures which had been rampant in the first 6 months 
of the Korean war. All major commodities in the index increased 
sharply after Korea, and most of them hit their peak in January- 
February 1951. Farm products and foods, and some of the product 
groups most important to the mobilization program, were up roughly 
15 percent. Textiles went up nearly 23 percent and hides over 25 
before declining close to their pre-Korean level. Tobacco and con- 
sumer durable goods, except floor coverings, showed much smaller 
gains. 

On August 30 this year, over three-quarters of the total estimated 
annual value of all transactions at wholesale, as measured by the BLS 
Wholesale Price Index, were under OPS price control. A summary of 
the control status of the total wholesale volume is as follows (see 
appendix, p. 84, for OPS price-control status on individual com- 
modities) : 


Annual Percent 
amount of total 


Millions 





Ogmiretied i305. a... Lo ak dae Dabs abil sees cotecsia RMP ie i ala eal eee 2 $157, 023 Ti2 
C§omiouiied Wainer DOPED BOOWMION. «58 oan on in cs wc aceeane 680 3 
Wot GOR WORSE CU WOT EEY SOWIE 6 oa on anc oki on cbs dk ccncdscosesbasanthous 10, 197 5.0 
Controls suspended by OPS__-_-..-- seis cece cepa uence emiaeden ak aa seaaeswunie ee 17, 706 8.7 
NO CI A ok hee an hn caches xncba hacia dee e<nsaesi bes eeses 9, 847 4.8 
Exempted by Defense Production Act__.--- Evibs sacnins cia wahdedaanaaeans cans 8, 294 4.1 

00.0 


Oleh. 0k ee ee ae ee ee | 203, 747 | 1 





RELATIONSHIP OF WHOLESALE PRICES TO PEAKS AND CEILINGS 


It is noteworthy to study the shifts that have occurred in the move- 
ment of these prices during the seven ensuing months from February 
to August of this year. The following tabulations reflect the general 
downtrend of wholesale prices during the first 6 months of 1952 and 
clearly demonstrates the degree to which markets and prices have 
softened during the interval. 


Relationship of wholesale prices ‘to peaks or ceilings, February and August 1952 


February 1952 | August 1952 
a ar 
| 
Annual | Percent 


amount | of total 


Annual | Percent 
amount | of total 








Billions Billions 
III IOI 6.2 sonia nisiic cepa sagen Gein Oman ae kcaieeael $273 100 $273 100 
I eo 172 63 95 35 
Slightly below peak or ceiling - _..........-........---.----..-.. 44 16 114 42 


Significantly below peak or ceiling (more than 4 percent) ______- 57 21 64 23 


These figures indicate that a much greater proportion of the whole- 
sale transactions are being made at relatively lower prices than 7 
months earlier. 

However, it is necessary to break this down further to get a clear 
picture of the current situation. After the steady decline in wholesale 
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prices in the second quarter of this year, some commodity prices under 
ceiling started a new uptrend and 55 percent of all wholesale prices 
were either at the peak or moving upward regardless of their current 
level. The following data reflects the trend as of August 1952. 








Annual 
Group amount —— of 
(billions) 
Commodity prices steadily rising: 
ne Tee OIE GON QUIN snk 5 onc de nieces sksnaekenaienanstakins $37 
EE Ie dos pirchdncnthnc.n c,h ana: sa:n:tostn dia duaidleimedtaaathammindesmottaeiaiiel 18 
ON ao ak ee Bs eee 55 | 
Commodity prices not rising: ae 
Se ee Me ns sa balapeidbahehudkncdanamia ei nemennwad 77 | 
SNE TID 258s ances cnomns aaah kkedaae am tinnema na 46 
NN ciao stenbdlih sinkeey ceeadinratns badwdetancaokeeiaataneen daeyaal 123 | 


To better determine the wholesale price trend in those commodities 
of wide public interest as against prices of interest mainly to business 
all of wholesale transactions have been roughly divided into two 
groups as follows. 

1. Prices of wide public interest—These include farm products, such 
as wool, cotton, grains, livestock, poultry, eggs, etc.; processed foods; 
clothing and textiles; passenger automobiles and tires; ete. 

2. Prices of interest mainly to business ——In this group are metals, 
machinery, chemicals, most fuels, lumber, trucks and busses, etc. 

Dividing wholesale prices in this manner we find a very marked 
difference in the current price status of the two segments between 
February and August. 


Status of wholesale prices by group interest, February and August 1952 


| | Percentage of group value 











Transaction Fe 

Price group value At peak Slightly below ee 

(billions) | 
| Feb. | Aug | Feb. | Aug. | Feb. | Aug 

<i Laeenristinspnaeacinttinsiinadhienmninieenpesulsiensnsei hstenspeatelapeataieblcmeset tease sentient pitas naan semen 
All wholesale prices..............-.--.------- $273.0 | 3 35| 16 42} 21 
Prices of wide public interest. ...........-.-- 134.7 41 23 | 20 | 41 | 39 
Prices mainly of business interest - _.......... 138. 4 | 47) 12) 43] 4 








Here again a further analysis discloses that 44 percent of the 
wholesale prices of the wide public interest items below peak have 
been steadily rising in contrast to only 13 percent for those mainly 
of interest to businesses. 

The wholesale commodity groups, of ‘‘wide public interest,” and the 
status of wholesale prices for each of these commodity groups for the 
two periods are shown in the following table: 
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Status of wholesale prices of wide public ae February and August 1952 


Percentage of group value 


| 
| | 
| 



































: | Total value | . Significantly 
Commodity group (billions) At peak Slightly below below 

ee ae a ne ee ae 
| Feb. | Aug. | Feb. | Aug. | Feb. | Aug. 
Farm products _....---- 5. Mae $34.8 | 23 | 15 25 13 52 72 
Processed foods : cenwnanpeiennken 36.1 | 41 ll 21 78 38 11 
Textiles and apparel - -_- eewewmesot 21.0 | BM ihecucee 39 47 50 53 
Hides, skins, and leather products Sau wete Re. dow ccaetesoue ‘ ete 100 100 
Furniture and household durables - - ...--.--- 9.7 | 67 BE acicacmrice 57 33 6 
Tobacco and bottle beverages--.........-.----| 5. 4 | 83 | Oi tan ences 17 17 
Rubber and products aoe 49| 12 el am 45 100 
Miscellaneous consumer products. USeiakaees 10. 2 | 82 DO Factchke 64 18 3 
Automobiles. ._..-..-- <<S<iieaneiae 9.9} 100 |.-.... bigs plied nw 
Total ___.. Be ae eee bis 134.7| 41 | 23 20; 41 39| 36 


This group will bear watching closely by OPS because of its direct 
interest to consumers. OPS reports that nearly 85 percent of all the 
items now selling under peak have recently been rising. Seventy 
percent of processed foods and 95 percent of the miscellaneous con- 
sumer products that were under peak are now moving up slowly. 

It can be seen from the preceding tables that a majority of the whole- 
sale prices with which the general public comes into contact are below 
peak or ceiling. On the other hand, the next table indicates that 
nearly half of all wholesale prices mainly of interest to business are 
presently at their peaks. The consumer is directly affected by most of 
these prices in the long run through the direct purchase of end products 
or indirectly through Government taxes for the procurement of defense 
equipment. 


Status of wholesale prices mainly of interest to business, February and August 1952 
SSE HARARE EREReRNROREI 
| Percentage of group value 


| le sail si ae 


| 


| Total value | 

















Commodity group “billions) | At Peak (Slightly below! sta = 
| i rs 4 nee 2 eae 
| | Feb. | Aug. | Feb. Aug. | Feb. Aug. 
a omen anne sneer NSASTNS hen Dn aeed le iacaaeinanie oes 
| | | 
Fuels 4d nif ea at | mer 54; 58) 46] 386].... ‘| 6 
Chemicals and allied products ae j 13. 9 | 86 | De Latoet. teed 4 14 | 58 
Lumber and wood products nenk abet neal 7.6 | 12 | 22 | 53 | 48 35 | 30 
Pulp, paper, and products. ---__..-.....-.-.- | 10.8 | 97 | 36 | 2 | 59 | 1 | 5 
Metals and metal products iemincan 41.5; 100 Oe tasac ont | Ete cienteia | 4 
Machinery gids comma 30.6 | 100 | OO Fos 55 | eo ea. eyciwn 
Nonmetallic minerals oat 3.7] 89 U6 Pia ces 34 BE Bascccs 
Trucks and busses a ee ee 4.3) 100 WO Jn. ~< } Sedlsha |tenenbuiewases 
Total_. pesrges 52.3 138.4) 84| 47] 12 43 | 4 | 10 
| 


Nearly 80 percent of all the prices under peak in this business group 
have shown a gradual climb in recent months. One hundred percent 
of the machinery prices under peak are rising, with paper products 
running a close second: 92 percent of underpeak items moving up. 

Few manufacturers, obviously, have felt any real cut in raw mate- 
rial prices since only one-tenth of these wholesale prices have dropped 
significantly below ceilings. 
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It is well to keep in mind in studying any of the above wholesale 
price tables that the peak or ceiling prices ‘which form the basis of 
comparison were in many instances far out of line with any pre- 
Korean experience. In fact, it is generally true that the prices which 
have fallen most from their peaks are commodities in this category. 
Many of the price declines were due to a return to normal relationship. 
For example, rubber has declined a little over one-half from its peak 
price but is still close to June 1950 levels and now shows some signs of 
an upswing. 

In summary it may be said that the analysis of wholesale prices still 
shows an appreciable amount of decline from peak or ceiling prices but 
because this trend has recently been reversed in many items the 
situation bears close watching. We can assume, however, that an 
up trend, even though mild, in any basic commodity group like raw 
materials, will tend to carry many other groups along. 


Stratus oF ReraiL Prices 


The increasing optimism which has characterized recent business 
comments about the level of consumer demand in the months ahead 
appears to be supported by the most recent economic indicators on 
employment, production, and sales. Department store sales on a 
seasonally adjusted basis, for example, are higher now than at any 
time—other than the scare buying waves—since the Korean outbreak. 
Some concern is beginning to be felt not only about how long this 
revival in consumer demand is likely to last, but also whether it will 
extend into areas, such as men’s apparel, woolen and other synthetic 
textile products, floor coverings, etc., where continued lags in demand 
are recorded. 

Merchants generally are expecting a boom season between now and 
Christmas and are building inventories accordingly. Practically all 
consumer goods industries. report that retailers are ordering on a 
longer-term basis and in larger quantities so that it has been necessary 
in some cases to add employ ment and increase hours. 

No doubt a large part of the increase in consumers’ buying is due 
to the fact that their incomes are at record levels and their need for 
goods is now more urgent in view of more than a year of buying 
restraint. It is still too early to appraise the effects of the easing of 
consumer credit although this has been an important factor. 

An estimated increase in defense purchases of some $10 billion 
during 1953 may be compared with the increase of $18.4 billion which 
occurred in 1951 and a yearly increase rate of $16 billion in the second 
quarter of 1952. The contemplated rise constitutes about 3 percent 
of the current gross national product—a rise which could be readily 
handled in the light of the increased capacity and labor supply avail- 
able without too great an effect upon the economy. 

The retail price index has been steadily climbing monthly since 
South Korea was invaded, with one exception. On August 15, the 
index stood at 191.1 (1935-39=100), 12.3 percent higher than June 
1950 and 3 percent above a year ago. (See charts 7, 8, and 9.) 
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Most of the increase in living costs over the past 12 months for 
moderate-income families in large cities has been in foods, rents, and 
mongormrincots items which have jumped from 4 to 5 percent over last 

ar. This is a 33 percent greater increase than for the total index. 
T “hewe commodities greatly affected the mode ‘rate-income pocketbook. 
These three groups of items mak > up t Pages of all such consumer 
purchases. (See appendix, pp. 84 and 

The importance of each group in the totaal sum of consumer expendi- 
tures as determined by BLS studies of postwar patterns is as follows: 


Oftce of Price Steet tetroe 


Relative importance in Consumers’ Price Index 
I 


Group: 

Food _. , 35. 07 
Apparel 12. 77 
Rent 11. 10 
Transportation ! . 10. 94 
House furnishing ; 5. 80 
Fuel, electricity, and refrigeration ; 3. 37 
Miscellaneous items . 20. 95 

Total 100. 0O 


! Usually included with miscellaneous items. 


From these figures it can readily be seen that any movement upward 
or downward in foods, apparel, rents, or miscellaneous items, could 
have a noticeable effect on the over-all monthly cost-of-living index. 
Every |-percent change in either direction in the over-all index means 
a difference of over $2 billion in the cost of living annually to the 
American people. 

It is too early to know what the effect will be upon the buying 
index as a result of lifting Federal rent controls in many areas on 
September 30. According to the Rent Stabilization Board about 60 
percent of the 2,400 eligible communities have taken action to insure 
extension of rent controls. It is estimated that of the total number 
of urban rental dwelling units under control as of July 1, 1952, exclud- 
ing critical defense areas, 66 percent will retain Federal rent controls. 
When the critical defense areas are included, about 80 percent of the 
July controlled urban rental dwellings will remain under Federal con- 
trol. Of the 34 cities which are surveyed monthly for the rent com- 
ponent of the Consumers’ Price Index, the following cities have 
allowed rent controls to lapse as of September 30: Detroit; Seattle; 
Atlanta; Portland, Maine; and New Orleans. Nine other cities in- 
cluding Birmingham; Houston; Jacksonville; Los Angeles; Milwaukee; 
Mobile; Portland, Oreg.; Richmond, Va.; and Savannah had been 
decontrolled under earlier laws. The remaining 20 cities remain under 
rent control, either Federal or State. 

Some measure of the price movements that have occurred since 
Korea in a selected group of consumer goods is indicated in the 
following tabulations. The figures clearly show the rapid rise that took 
place in practically all consumer items from June 1950 to January 1951. 
Since the January freeze the movement has continued upward in 
most cases at a very much slower rate, and in some items a decline 
has occurred since a year ago. 
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Changes in retail price movements of consumer goods, June 1950 to August 1952 


|Pereent changes) 


in consumer, 


February 1951 


| 
| June 1950 to 
| 


Price index, all 
cities—percent 
change, Feb- 
ruary 1951 to 
August 1952 


Combined for 
selected peri- 
od:—percent 
change, June 

1950 to August 





























1952 

| Aver- | | Aver- Aver- 

Total | age per; Total | age per |’ Total | age per 

| month | month | month 
i islamic ——|———-_|—— be _ — sil ils 
All items 8.0 1.0 | 4.0 | 0.2 | 12.3 0.5 
OS pcewas 1.31 26) 68h | Sh: ee 6 
RONG i. asada ccs qcsannanans une ugiecaasehes tae S © 4) 0; 8&9] 3 
Rent ‘ i ine : 2.4 25 24 2 ee ®t 
Fuel, electricity, and refrigeration 3.5 .4 4 .0 5.9 .2 
Seomns Pareles. <.. 2. - eck cesck ce ewakew cee 13. 5 1.7 | —2.6 —.1) 10.5) 4 
PION 6S vincent nnn cena cnenieenlvadatmesion 5.6 oe 6.1 3] 12.0 5 

} i 
Percent chenges in ever re reteil prices 
7 of 5 foods (56 cities) 
June 1950 to February : 
Februsry | 1951to | on Oe 
1951 | August 1952 | a 
Foods: | 
Hamburger 18.7 | —3.0 | 15. 2 
Selmon, pink 45.5 —10.5 | 30.3 
Eggs 21.7 | : 51.0 
Tomatoes, can 29.0 | —2.1! 26. 2 
Lard 49.1 | —32. 2 | 3 
j ' 

Retail prices move'rents of 
apparel (10 cities)—per- 
cent change! 

June 1950 to | March 1951 to 

March 1951 June 1952 

Apparel: 
Men’s overalls 22.1 | 0 
Men’s street s0es 16.0 | —0.7 
Men’s wool suits j 9.6 | 2.2 
Women’s cotton house dresses 5.6 | —4.5 
Women’s nylon hose - - 5.9 —12.3 
| 
Retail-price movements of 
| ‘housefurnishings, tooth- 
paste, and services! (10 
cities) —percent change 
_—— iabliaihas 
| | 
| June 1950 to | March 1951 
March 1951 | to June 1952 
Items: 
Axminster rug Bb atimnide -| 37.6 | 12.9 
Mattress, innerspring- -| 21.0 | —.3 
Radio, table model dw Sulbitndnectattt hbbhthehdginsweaadenauamea de | 12. 6 | 1.4 
WORN PAG, PIRIIING ns on 8. ode ve ceieestene wa cerpendbin nde theess | 9.7 | 9 
SINE MONON oe nce ease Sink pchecuccelineeeiwand 7.2 | -5.7 
Toothpaste daadaesceninebhhentias gins dkabtioniundadeuh imnh edie “ 10.3 | —3.6 
PE NN io tn ness dink meee PehedeeGRelak wan boitndmmnay ame ee 12.0 | 8.9 
CSnOts GRIMRTNNGOR os ns cei se ha, a Lisl 47) 18.9 
SAE POR nn canrerepacsnhroserreas+sevhriennaeneesoediet : | 9.6 | 1.6 


1 Data available quarterly. 
Source: U. 8. Department of Labor. 
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RETAIL PRICES COMPARED TO CEILING PRICES 


A direct comparison of ceiling prices and retail prices is not practical 
for any large number of prices, let alone for the total vast area of con- 
sumer purchases. At retail, the difficulty is even greater than at 
wholesale because most OPS retail price regulations are mark-up 
regulations, not limiting the retailer to a specified price but rather 
to a mark-up—either a mark-up specified in the regulation or one he 
has used at some past date for the same or a comparable item. But 
such a comparison can be made on the basis of the data collected by 
the Bureau of Labor Statistics for its Consumer’s Price Index (CPI). 

The Bureau of Labor Statistics, therefore, has compared the most 

recent available prices of all CPI items with peak prices for the period 
ending June 30. A summary of the relationship of all consumer 
prices to their 1951-52 peaks follows. 


Relationship of consumer prices to 1951-52 peaks, June 80, 1952 





Relative 1 : Cumulative 
: : Cumulative | ; 
er i Number | importance : importance 
Relation to peak Oitems | to total numbe r of . total 
CPI items CPI 
Percent Percent 
se ae o. _ iiacopen 76 52 76 52 
Less than 1 percent below. ...-.........----- 29 1) 105 63 
Less than 2 percent below- eee aietat 14 8 11¢ 71 
Less than 5 percent below... _--. Salk bbe 29 ll 148 | 82 
Less than 10 percent below sti sino 19 7 167 89 
10 percent or More. - -.----- nite gins ela tae 28 ‘ 11 195 | 100 


Thus, for example, items representing 11 percent of total consumer 
expe eget: were selling at prices more than 10 percent below their 
1951-52 peaks on June 15. Put another way, about 89 percent of 
diana purchases are at prices which have declined less than 10 
percent, about 71 percent at prices which have declined less than 
2 percent and 52 percent at prices showing no decline at all. 

A fair proportion of the items showing a ‘decline of 5 percent or more 
from peaks are those commodities which are highly seasonal in nature. 
Consequently the fact that the prices of certain items are below peaks 
may not give a true picture about market softness. 


CONTROL SUSPENSIONS FOR SOFT MARKETS 


As more and more market prices dropped away from OPS ceilings 
a more balanced relationship in the price pattern between consumer 
and wholesalers has been characterized in recent months. Several 
factors have helped to contribute to this situation but the end result 
has been a definite softening in many markets. Naturally, this has 
raised the question why price controls should not be lifted, particularly 
where established ceilings are well above the present, market prices. 
In such cases the argument is that ceilings do not perform any useful 
function. 

Your committee has devoted considerable time in hearings and con- 
ferences over the past year in seeing that a sound policy was estab- 
lished and executed by OPS, to eliminate the burden of record keeping 
and paper work wherever controls could be safely suspended or 
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eliminated. In fact, your committee took the position that this 
should be undertaken in ev ery area where it could be done safely 
without adversely affecting the defense program or the Nation’s 
economic structure. 

This suspension program was approved by Congress when it inserted 
a new section 412 into the Defense Production Act in 1952. In 
following the congressional intent OPS, on August 29, revised its 
suspension and decontrol standards which were originally issued 
April 22, 1952. 

At the time of announcing the decontrol policy the Director of OPS 
had this to say: 

These standards, and the actions we have taken under them, simply recognize 
that economic conditions require firm price controls in pressure areas but permit 
their suspension in ‘‘soft market’? areas * * *, We don’t want controls 
merel¥ for the sake of controls. That is our feeling in this agency and it is the 
will of Congress, clearly expressed in the law under which OPS operates. 
Decontrol standards 

Since decontrol action on any commodity may, under certain condi- 
tions, cause a reversal in the price trend that might adversely affect 

consumers, there follows a brief summary of the OPS policy. 

Under the preliminary standards developed, the following condi- 
tions had to be met before OPS would consider the suspension of 
controls. ° 

Prices in an area must be materially below ceilings. (‘‘Area”’ 
refers to a range of related items and are determined by the structure 
of the market and OPS regulations.) 

There must be no prospect that reimposition of controls will be 
necessary in the foreseeable future. This determination is based upon 
a full economic analysis of market conditions and takes into account 
such things as current supply and demand, production capacity, 
inventories, and volatility of prices. 

On August 29, the revised standards broadened this basis and called 
for decontrol under two other situations: 

Where control makes virtually no contribution to the stabiliza- 
tion program—where materials or services are insignificant in either 
the cost of living or the cost of doing business, or 

Where a minor contribution to the stabilization program is out- 
weighed by unusual disadvantages of control, such as disproportionate 
administrative burdens on business or on OPS. 

Under previous standards, both these conditions had to be met to 
justify decontrol. Now either is sufficient to warrant decontrol. 

Another principal change was the inclusion of a provision relating 
to the cumulative effect of exemption actions. The new standards 
provide that there must be— 
no evidence to show that decontrol * * * will have a significant adverse 
effect on the price level when considered in conjunction with previous decontrol 
of related materials or services. 

The new standards make clear also that recontrol, when and if 
necessary, will not be at a higher level of ceiling prices than that 
existing at suspension, exc ept as may be required by law. 

In each of the suspension actions authorized by OPA to date, 
“trigger points” have been set for the reimposition of controls. 
These trigger points are based on price levels. which will permit 
recontrol before prices pierce or threaten to pierce the former ceilings. 
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Soft markets 


When prices have fallen well below the peak, it is the general 
concept to consider the market soft. However, it does not nec essarily 
follow that this is a true indication of “softness.” Many commodities 
which have dropped materially from their 1951 peaks are still 
substantially above their Korea levels. 

The commodities that have been decontrolled prior to September 
1952 are listed in the following table, together with their sharp price 
rise between Korea and the January freeze as compared with their 
substantial declines after the freeze date to August 1952. For 9 of 
the 19 commodities the latest price index is higher than the Korea 
price regardless of the amount of the price drop to date. Silk products, 
for example, were 36 percent higher in August than June 1950. 


Wholesale price index changes, suspended commodities June 1950 to February 1961 
and February 1951 to Auqust 1952 


{1947-49= 100) 


Index Percent Percent 

change, change, 

‘ Date a aS F Tune Index, Febru- 

Suspended items SUS- 1950 August | ory 1951 
pended June Febru- Sabri 1952 to August 

1950 | ary 1951 | ary 1951 1952 

Radio and television Aug. 29 100. 0 92. 6 74 93.8 1 
Rugs do-_. 117.0 162. 2 38. 6 125.9 —22.4 
Bedding do 160. 4 122. 4 21.9 112.8 —7.8 
Leather June 23 Q&, 2 137.8 41). 3 89.3 —35. 2 
Cotton products do 90.0 119. 2 32. 4 96. 1 -19.2 
Raw cotton May 20 101. 6 166. 7 64. 1 122. 5 26. 5 
Wool, domestic do 119, 2 245. 2 105, 7 102. 3 —58.3 
Wool, foreign do 131.3 254.8 116.9 110 -6§1.2 
Wool, products do 105.3 160.1 52. 0 112.9 —2y. 5 
Silk products do 88.8 146 64.8 139. 3 —4.5 

Synthetic textiles io 84.4 100. 0 18. 5 90.5 y 
Burlap Apr. 28 90.7 173.4 91.2 65.7 -612. 0 
Cattle hides do 92. 4 137.4 48.7 62. 54.5 
Calfskins do 96.4 119.9 24.4 63 47.2 
Kipskins do 115.0 139.8 21.6 78. 8 43. 6 
Animal fats and oils do 66.4 103. 3 vb. € 64.5 37.6 
Crude soybean oil do 69. 0 112.1 62. ! 1 59. 4 -47.0 
Tallow do ; 36. 4 128. 3 252. ! 15.0 -64. 9 
Greases do 34.5 127.6 269. 9 43. ¢ —65. 8 


1 June index, 


In ade aa to the above group of commodities, there are approxi- 
mately 1,200 more items and services which have been exempted or 
suspended from price control by OPA from the time the original 
Defense Act was passed through July this vear. 

According to OPS, it has been necessary, because of its mate rially 
reduced 1953 budget, to liberalize its decontrol standards to permit 
exemptions of many unimportant commodities and services that in- 
volve high expense to control effectively. 

On the other hand several commodities and services have been ex- 
cluded by congressional action through amendments to the Defense 
Production Act. (See p. 73.) In fact, over 35 percent of the total 
a Price Index has been excluded by law. 

A different situation exists with respect to commodities that are 
under OPS control but subject to parity pass-through. These in- 
clude such items as flour, cereals, dairy products, and poultry (frvers) 
and account for another 15 percent of the total retail index for which 
OPS ceiling regulations must reflect any increase in prices at the farm 
level for agric ultural products un to parity. 
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A summary of the control status of all Consumers’ Price Index items 
and the relative importance of each group looked like this on October 
7, 1952 (see appendix pp. 86 to 89 for details): 


Relation importance in Consumers’ Price Index 
F Percent of total, CP? 


Exempt by the Defense Production Act_......_._.__-- nthe sine. 
Exempt by OPS action__.- Go es eas ie 3 2. 6 
Suspended by OPS__-- ees : Sala Wee, cae a Ae 
Biniest 20 Panty pabe-througe - ols Le a a te oad 14.7 
Presently controlled by OPS______________- aA ab GdiOld s Oh cts ees ee Ltt ya 

eee cede orto : , 100. 0 


Foop Prices AND Farm-Rerai.t SpreADS 


Food prices are vitally important to the housewife as she does her 
daily shopping. Food purchases cannot be postponed. The only 
avenue of relief available is to shift from more expensive to less costly 
foods. Moreover, if food prices rise faster than the workingman’s 
income, agitation for wage adjustments, with concomitant strike 
threats, increases. Such activity may hamper production and the 
defense effort. Thus it becomes most essential that food prices are 
fair—fair to the consumer, fair to the distributor, fair to the food 
processor, and fair to the farmer. 

Any food price-control program poses a challenging problem—one 
of great complexity. According to OPS several characteristics of the 
industry can be summarized as follows: 


(1) The food industry is large. Several million farmers produce numerous 
agricultural commodities and workers in almost 2 million separate establishments 


process and distribute food in the form and at the time and place desired by 
consumers. 


(2) There is a wide difference in economic organization. Some farmers, proc- 
essors, and distributors operate on a small scale; some are highly competitive and 
some, especially in the.processing and distributive phases, are large and exercise 
a powerful influence throughout the food industry. 

(3) Price formation itself is highly intricate. Normally prices are subject to 
wide fluctuations in response to varying supply and demand conditions. These 
variations are particularly severe for the more perishable commodities, such as 
fresh meats, poultry, eggs, fruits, and vegetables. Price relationships among 


various foods are important since considerable substitution occurs as relative 
prices change. 


(4) There is a wide variety of food items and of methods used in producing, 
processing, and distributing them. Many meat cuts, hundreds of grades and 
types and sizes of canned vegetables, and a large multiplicity of dairy and poultry 
products are offered consumers. 

Growing out of the need in seeing that a balance is maintained 
between the industrial worker and the farm producer, the Congress 
has acted to protect the agricultural sector of the economy. Accord- 
ingly, special legislative restrictions have been imposed on food price- 
control activities. Ceilings on agricultural commodities cannot be 
imposed below the specified legal minima. This limitation restricts 
price-control activities and requires floating ceilings to control margins 
of processors and distributors when prices of agricultural commodities 
rise or fall with changes in the index of prices paid by farmers. 

The Defense Production Act provided that, in general, ceiling 
prices for farm products may not be established at less than the highest 
of the following prices, adjusted for grade, location, and seasonal 
differentials: (1) The parity price, and (2) the highest price received 
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by producers during the period May 24 to June 24, 1950. As amended 
in 1951, no ceiling could be established or maintained for any agri- 
cultural commodity below 90 percent of the price received by producers 
on May 19, 1951. A further amendment in 1952 provides that “No 
ceiling shall be established or maintained under this title for fruits or 
vegetables in fresh or processed form.” 

As of Se ptember 15, Sp prices of many farm products were below 
parity, including wheat, corn, tobacco, rice, peanuts, flaxseed, wool, 
all citrus fruit, Sater eggs, and hogs. Farm prices for milk, beef, 
lamb, veal, cotton, and rye were slightly higher than parity. Pota- 
toes, sweetpotatoes, and possibly some other fresh vegetables were 
also above the legal minima, but these products are now exempt from 
price control, 

PRICE-SUPPORT PROGRAM 


The major purpose of the price-support program is to help maintain 
farm prices and farm income in a reasonable relationship with the 
nonfarm economy. ‘The price-support program provides a floor under 
prices of certain farm products to help prevent possible drops in farm 
prices and in farm living standards below a certain minimum. Some 
of the declines that have occurred in the past have been quite severe. 
During World War II and during the present mobilization period, the 
price-support program has been used as an incentive to American 
farmers to expand output in order to meet sharply increased demands. 

The effect of the price-support program on current retail food prices 
involves the following considerations: (1) Only a few foods are cur- 
rently being directly supported. These are peanuts, honey, and 
wheat. Prices of other food commodities for which supports have been 
established are above pre levels. (See charts 33, 34, 35, and 36, 
appendix, pp. 89 to 91.) Consequently, the price-support program 
directly affects foods whic h account for about 10 percent of the retail 
cost of food and probably less than 4 percent of the total cost of living. 

(2) The increase in retail food prices since January 1952 has been the 
result of higher marketing charges. The farmer’s share of the con- 
sumer’s food dollar in August 1952 was 48 percent. This compares 
with 46 percent in June 1950 and 50 percent in August 1951. For the 
products which are involved in current price-support operations the 
farmer’s share is lower— averaging about one-quarter of the consumer’s 
food dollar. Since January 1952, all retail food prices combined have 
increased slightly more than 1 percent while the farm value of the 
retail cost has declined slightly. (See appendix, p. 92.) During that 
same period, retail prices of products made from the commodities 
involved in price-support operations have also increased slightly while 
the farm value has declined. 

In general, measuring the effects of price supports on the level of 
retail food prices involves some additional considerations which may 
be important in certain circumstances and which are difficult to 
appraise precisely: (1) High-level production induced by price supports 
may actually result in a somewhat lower price level than would have 
prevailed without price supports; (2) reserves accumulated under 
price support programs tend to limit price advances in a situation of 
rapidly rising prices—this was clearly the case following the Korean 
outbreak—and (3) in a period of falling demand and declining farm 
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prices generally, price supports would tend to give higher prices for the 
farm products supported than would be obtained in the absence of 
such a program. 


PRICE REGULATIONS 


Section 11 of GCPR was developed to provide a means for con- 
trolling prices at the processing and distributing levels for agricultural 
commodities selling at prices below legal minima. The alternative 
was virtually no control over food prices. ‘The effect of this parity 
pass-through provision was to freeze the margins of processors and 
distributors of food products to the dollar-and-cent margins existing 
during the base period specified by GCPR. The technique permitted 
the reflection of increases in raw material costs up to the parity level, 
but did not require, because of administrative difficulties, a downward 
adjustment on a falling market. This procedure was very unsatis- 
factory since (1) it permitted wide discretion in individually calculated 
cost increases; (2) it made enforcement almost impossible; (3) it 
limited adjustments to increases in raw material costs; (4) it amounted 
to an effort at a margin freeze; and (5) it was inappropriate in certain 
areas; e. g., on commodity exchanges, and for cooperatives, grower- 
processors, and processors buying their raw material on open-end 
contracts. 

Even with the flexibility provided by the exemption and parity 
pass-through provisions of GCPR, the freeze order was not well 
adapted to price control for large segments of the food industry. 
Thus, during 1951, OPS moved rapidly from the freeze technique 
embodied in GCPR to numerous tailored regulations. Several dis- 
tinct techniques, employed to give recognition to the characteristics 
and economics of the food industry, were: 

(1) The gross margin technique was used in the restaurant regula- 
tion (CPR 11, issued March 13, 1951). It was designed to eliminate 
the inequity caused by GCPR by permitting each restaurant operator 
to reflect increases in costs of food purchased.. During each 4-month 
period, his food cost per dollar of sales could not decline below the 
food cost ratio he experienced during the base period. This provision 
was necessary as a means of preventing quality deterioration and 
reduced servings. 

(2) Specific mark-up formulas (CPR’s 14, 15, and 16, issued March 
28, 1951) were developed to meet the needs of the food distribution 
trades. This method was designed as a means of alleviating the 
distortions resulting from GCPR which froze into the price structure 
the particular price-cost relationships that happened to exist during 
the base period. Distributors of dry groceries were classified into 
four classes of wholesalers (according to volume of sales and type of 
ownership). All commodities were placed into 36 categories. Then 
specific percentage mark-ups were provided for the various types of 
distributors and the different commodity categories. 

(3) Formula regulations for the fruit and vegetable canning and 
freezing industries (CPR’s 42, 55, 56, 75, 81, and 82), were developed 
to cover the 1951 pack. Under these regulations, similar in general 
technique, the processor’s ceilings were his pre-Korea base prices 
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adjusted by (a) a percentage factor, named in each regulation, to 
cover, on an industry-wide basis, increases in certain costs other than 
raw materials, and (b) changes (up or down) in his individual cost of 
raw materials since the base period, subject to the limitation that such 
increases could not exceed the effective legal minimum. Amend- 
ments in 1952 exempted these items. 

(4) Dollar-and-cent ceilings were incorporated into some regulations 
to provide a simple, fair, and readily enforceable method of pricing. 
This technique allowed retailers reasonably uniform margins over their 
costs and gave consumers an accurate statement of the ceiling prices 
they were required to pay. The four regulations on livestock and 
beef emploved this method of pricing (CPR’s 23, 24, 25, and 26, issued 
April 30, 1951). 

(5) Pricing for fluid milk established a method whereby OPS field 
offices could promulgate area milk price regulations (SR 63 to GCPR, 
issued September 19, 1951). This delegation of authority was made 
because of the local nature of milk pricing, the need for speed in 
processing adjustments in milk prices, and the desirability of enabling 
field personnel (who are familiar with local conditions and can secure 
the facts rapidly) to handle these adjustments. Legal minima were 
later established in the 1952 act. 

(6) ee ee controls, in the form of slaughter quotas, were 
adopted as a part of the meat price-control program. These were 
established to assure that livestock and meat move in normal channels. 
These controls were excluded in 1951 amendments to the act. 


FOOD PRICE TRENDS 


Between June 1950 and GCPR, prices received by farmers for farm 
products used for food increased 23 percent, processed food prices 16 
percent, and retail food prices 11 percent. This was considerably 
more than the 6.3-percent rise in retail nonfood items. (See charts 
10, 11, and 12.) These increases were partly the result of increases 
in the demand for food as consumer incomes increased and partly the 
result of speculative influences stemming from anticipation of general 
war. 

During periods of rising prices, relative advances of food prices 
become progressively smaller as food moves through the distributive 
channels. 

After the GCPR freeze date farm food prices remained relatively 
stable and in August 1952 were less than 3 percent lower than Febru- 
ary 1951. The same narrow price movement prevailed with respect 
to processed food prices. Retail food prices, on the other hand, in- 
creased slightly more than 4 percent during the same period. 

There were many exceptions to this statement of the all-over 
situation. For example, prices for potatoes and many other im- 
portant fresh vegetables rose sharply during the past vear. Prices 
for fats and oils, on the other hand, declined substantially. 
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FOOD EXPENDITURES 


In considering the inflationary effect of increased food prices on 
the cost of living we should look at the consumer expenditures for all 
goods and services which increased rapidly after Korea to an all-time 
peak in the first half of 1952—slightly over $214 billion annual rate. 
This was a $6.5-billion jump in the annual rate in 1 year. Nondurable 
goods and services, including foods, increased $10 billion, as compared 
to a drop of $3.4 billion for total durable products. 


Personal consumption expenditures 


Billions of dollars, seasonally adjusted—annua! rates] 


Durable 


Period Total : Nondurable, Services 
goods 
——a 
1951— First half . 207.5 28. 8 112.3 66.4 
Second half 208. 4 25. 4 114.7 68.3 
1952—First half! _- 214. 1 25. 4 118. 2 70 


1 Estimated based on incomplete data 
Source: Department of Commerce 
In order to better visualize what has happened to food costs as 
personal income has increased, chart 13 and the table following 
measures personal expenditures in terms of per capita food costs and 
relates this to the average consumers total expenditures, 
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Among other things it shows that the estimated per capita food 
cost in the first half of this year was about 18 percent higher than 
1950 and almost 4 percent higher than a year ago. During the same 
periods the total disposable personal income increased only 12 percent 
and less than 3 percent respectively. This indicates that a slightly 
higher proportion of the consumers total expenditures—27 percent 
instead of 26 in 1950 is currently going for food. 


Per captta food cost and expenditure related to disposable personal income, United 
States, average 1985-39, annual 1944-52 












































| | 
Food expenditure Cost to consumer of 
| 2 oe a of 
| | 00 Tepresenting 
: aoum Percentage of— 1935-39 average an- 
| ee ture for j Sonal consumption 
Year personal | netiner | per person ? 
income ! | ouuae and | Actual ! Total j___ 
. vines 3 : expendi- 
me ——— ture for Percentage 
goods and Actual of dispos- 
} services able income 
i 
ani eee ene ———|- . — oe —_ ee 
1935-39... - ine $510 $490 $118. 6 | 23 24 $118. 6 23 
a ON 1, 055 R01 229. 0 | 2 29 171.0 16 
1945. 1, 073 874 25. 0 23 29 176.0 16 
1946. 1,117 1, 032 292.0 | 26 28 201.0 18 
SES cisntoh 1, 169 1, 142 329.0 | 28 29 244.0 21 
Seen tedieessdeeuu | 1, 277 1, 206 350. 0 27 29 256. 0 20 
Ses ae --| 1, 243 1, 201 338. 0 | 27 28 243.0 20 
NS Sek tc. coke, 1, 346 1, 27 349.0 | 26 27 245.0 | 18 
BOR a sabsiicssnsctes. 1, 450 1, 340 392.0 27 29 274.0 19 
Annual rates, seasonally adjusted 
1950: 
First quarter - $1, 309 | $1, 219 | $338 | 26 28 235 | 18 
Second quarter 1, 307 | 1, 243 | 342 | 20 | 28 | 240 | 18 
1951: | 
First quarter 1, 413 | 1, 364 | 300 | 28 | 29 | 272 | 19 
Second quarter- 1, 441 | 1, 320 | 387 27 29 | 274 | 19 
1952: | | 
First quarter 1, 468 | 1, 35 401 27 30 277 | 19 
Second quarter _| 1, 469 | 1, 364 | 403 27 30 280 | 19 











1 Computed from Department of Commerce data. 
2 Computed by Bureau of Agricultural Economics. 


Source: Department of Agriculture. 
FARM-RETAIL PRICE SPREADS 


For several years the Department of Agriculture has calculated, and 
published currently, data on farm retail price spreads. ‘These spreads 
indicate the retail cost, farm value, processing and distribution costs 
and the farmers share of the consumers’ dollar expended for the family 
market basket of farm food products. 

This market basket is computed on the basis of the 1935-39 average 
annual purchases of farm food products by a family of three consumers. 
The food quantities are not changed from year to year so that all 
changes in dollar values are the result of variation in prices. However, 
it should be pointed out that this market basket of farm foods repre- 
sents roughly two-thirds of the total estimated cost of foods consumed 
by an average family of three. Imported foods, fishery products and 
other foods of nonfarm origin are not included. Also, no allowance is 
made for higher costs of food purchased as meals in eating places, but 
simply value of all foods at retail store prices. 
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In August this year the annual retail cost of the market basket foods 
was estimated at a record $756. This was $103 or 16 percent higher 
than June 1950 and $42 more than August 1951. Of this total increase 
over 1950, about $59 resulted from higher farm prices and $44 from 
higher marketing charges. This means that the market basket farm 
prices are nearly 20 percent higher and the marketing charges about 
13 percent more than the pre-Korea levels. (See appendix, p. 92.) 

The trends in farm prices and marketing charges over the past 
2 years have been similar to those of other periods of price inflation 
as borne out in the table on page 92, appendix. It will also be noted 
that the farm prices rose rapidly from June 1950 to the general freeze 
on January 26, 1951, but then declined somewhat until June 1951 when 
they moved up again. Since that time the movement has been within 
a narrow range, with August about 2 percent over a year ago. 

According to the Bureau of Agricultural Economics, the marketing 
charges, covering processing and distributing, hit a new high record in 
August of this year. W hile the over-all marketing charges i increased 
slowly after the Korean invasion, they continued to rise after farm 
prices started to decline. Higher ‘labor and transportation costs con- 
tributed largely to this steady trend upward. (See chart 14.) By 
August of this year these marketing charges had climbed 7 percent over 
the previous 5 months and a total of 11. percent since August 1951. 


CuHartT 14 


FOOD MARKETING CHARGES 


BOR COSTS°3 


1930 7 1950. 


DATA ARE FOR DOMESTIC FARM FOODS 
* OTHER COSTS AND PROFITS SEXCLUDING TRANSPORTATION LABOR COSTS 





U.S. DEPARTMENT OF AGRICULTURE NEG. 47853-XX BUREAU OF AGRICULTURAL ECONOMICS 


From this, it can readily be seen that the 6-percent increase in retail 
costs of the market basket over the past year has been due almost en- 
tirely to the higher marketing costs, as farm prices remained fairly 
constant during this time. 
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The spread between the retail and farm prices has tended to shift 
frequently during the past 2 years to where the farmer’s share of the 
consumers’ food dollar in August dropped to 48 cents. This is more 
than the post-war low of 46 cents received just before the Korean 
fighting, but well below the peak of 51 cents received during February-- 
March last year. (See appendix, p. 92.) 

The farmer’s share varies for almost every food product. Chart 15 
shows a typical range from 63 cents for meat products to 20 cents for 
grain products. Variations in the farmer’s share reflect in part the 
difference in cost of transportation, processing, and other marketing 
services Involved in marketing the different food items. 
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Chart 16 shows how farm prices and marketing costs have varied 
since June 1946. Although the farm value of the market-basket foods 
has risen more in the Korea period than the charges for marketing 
these foods, the over-all increase since June 1946 is less than that for 
marketing charges. Increases in farm prices since Korea have about 
offset the decline in farm prices that took place from mid-1948 through 
early 1950. Percentagewise the rise in farm prices of food products 
from June 1946 to August 1952 averaged about 40 percent ; the increase 
in marketing costs 60 percent. 

A review of the price changes that have occurred in food-basket 
items discloses that dairy products and fruits and vegetables were the 
only foods in which farm prices were higher in August this vear as 
compared to August last vear. 

The data further shows that over-all farm prices increased $6 while 
the marketing charges increased $36 and retail prices increased $42 
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Farm Foods in Market Basket 


HOW FARMERS AND MARKETING 
SYSTEM SHARE RETAIL COST 


$ HUNDRED 


JUNE* JUNE* JUNE* JUNE* 


1946 1948 195G  W5T W9S2 1982 


DATA ARE FOR ANNUAL PURCHASES OF FAMILY OF 3 AVERAGE CONSUMERS, BASED OW 1935.39 PATTERN OF FOOD CONSUMPTION 
ANNUAL RATE 


U. S. DEPARTMENT OF AGRICULTURE NEG. 48686-XX BUREAU OF AGRICULTURAL ECONOMICS 


during the last vear. It should be noted that fruits and vegetables 
accounted for most of retail increase and about two-thirds of the 
increase In marketing charges. 


Market value changes August 1951 to Auqust 1952 


Net farm Marketing Retail 


value charges price 

Meat products $12 +$12 0 
Dairy products +5 0 +-$5 
Poultry and eggs 1 1 2 
Bakery and other cereal products 0 +3 +3 
All fruits and vegetables +15 +24 9 
Miscellaneous products l —2 

Total market basket ; . 4-6 +36 +42 


In the appendix, pages 93 through 98, a list of the farm foods 
included in the market basket will be found, complete with details 
on the price spread between the farmer and the consumer for each item 
(latest breakdown available). It is interesting to see the uneven price 
spreads between the different food items. 

Fruits and vegetables 

The persistent rise in the retail cost of the fruit-and-vegetable 
group has accounted for one-third of the higher retail cost of the 
market basket since June 1950. Of the $103 increase, $31 was in 
the fruit-and-vegetable group. This is of real significance since all 
fruits and vegetables (fresh and processed) make up more than a 
fifth of the consumer’s total food bill. About 60 percent of the increase 

24521—52—-—-4 
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was reflected in higher marketing costs; therefore, the farmer received 
a smaller share of what the consumer paid for these fruit and vege- 
table products. 

These crops represent important income to farmers, too. The 
Bureau of Agricultural economics estimates that farmers receive 
nearly 10 percent of their total marketing income from such products. 


Farm cash receipts from fruits and vegetables 























[Billions of dollars] 
Fruits | Vegetables Total aa | a 
os pins da A ice - leo | = chile’ a 
Met. oe jochibaids oon | $1,200) $1,408 | $2, 698 | $28,611 | 9.1 
ROE, «5 nok etiae m0 ads be lies ann ene | 1, 214 1, 670 | 2, 884 | 32, 907 | 9.1 
9.8 


1952 (6 months) -. optass—-ocesmieial 415 | 883 | 1,208 13, 264 | 








While recent amendments to the Defense Production Act prohibit 
price ceilings on all fresh and processed fruits and vegetables, it is the 
Bureau of Agricultural Economics’ August forecast that no general 
price increases are expected for canned fruits this fall. In fact, dur- 
ing the 1951-52 season market prices for most canned fruits have been 
somewhat below ceilings. 

On the other hand, according to the Bureau, prices received by 
farmers for fresh market truck crops this year are averaging higher 
than last year because of generally smaller production and continued 
strong demand. Prices paid to farmers for some major truck crops 
for commercial processing were slightly lower because demand by 
processors was somewhat less strong this year. (See charts 17 and 18.) 
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For years the Bureau of Agricultural Economics has made periodic 
studies of the production and marketing situation of many of the farm 
foods and other products. These reviews are issued either monthly 
or seasonally and are supported with current statistical facts and 
long-term indexes. Through their field offices it is possible to compile 
current crop forecasts and anticipated price movements. Recently 
the Bureau released two such studies reviewing the 1952 fruit and 
vegetable situation with respect to each of the major crops. 
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CHARACTERISTIC PRICE FLUCTUATIONS 


One of the characteristics of prices received by farmers for fresh 
fruits and vegetables is the frequent and relative sharp changes in 
price—sometimes within the same year. 

Since vegetables are being harvested in some areas of the United 
States in each month of the year and some can be produced in 60 to 
90 days, market growers often adjust their production plans as the 
year progresses. ‘These adjustments in supply are made in response to 
obvious market overstocks or shortages. This means that under nor- 
mal weather conditions, prices for these products cannot long remain 
out of line with prices of other farm products and costs of production 
and marketing. 

Usually high-priced and low-priced fruits and vegetables can be 
found in any one market at the same time. Since consumers can and 
frequently do substitute one type of fruit or vegetable for another— 
in part for variety’s sake—consumers as a whole do not usually suffer 
undue hardship because certain items are temporarily high priced, 
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provided the over-all group level remains fairly stable. Charts 19 
through 23 show the price movements at the farm, processors, and 
retail levels. However, comparison of the wholesale and retail price 
movement over the past 2 vears (appendix, pp. 99 and 100) shows 
little price change except in fresh fruits and vegetables. In this con- 
nection the National Canners Association recently released a statement 
pointing out reasons why canned food prices should remain fairly 
stable. (See appendix, pp. 100 to 102.) 
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POTATO PRICE SITUATION 


The severe potato shortage in the spring of this year caused undue 
suffering and financial hardship to consumers generally, but par- 
ticularly in the lower-income groups. 

Part of the shortage was seasonal but to a large extent, and possibly 
to the major extent, it was due to actually withholding stocks from 
the market pending revocation of the ceiling oo regulation by OPS. 
When the regulation was revoked on June 6, 1952, shipments started 
immediately. 

First, prices at major f. o. b. shipping points jumped immediately, 
to over $3 per bushel, an increase of approximately 200 percent above 
farm prices the year before. Next, potatoes quickly reappeared in 
normal distributive channels. Carlot shipments of new potatoes dur- 
ing the first week increased 1,200 cars, nearly 23 percent higher than 
during the previous week and about 900 cars more than in the corre- 
sponding week a year earlier. (See chart 24.) 
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It will be noted that farm potato prices started to climb from 
$1.08 per bushel in June 1951 reaching $2.07 in January 1952 and a 
peak of $3.10 in June of this year. The farm price then dropped to 
$2.78 in August and $2.22 in September. The $3.10 price was the 
highest in the last quarter century and was 179 percent of parity. 
During this time retail prices jumped from $3.36 per bushel for June 
1951 to $5.17 in August this year 

As of mid-July this year, prices received by farmers for sweet- 
potatoes averaged $4.46 per bushel, more than double the $2.19 of 
a year earlier, and the highest for any month of record. In September 
the price was down to $3.35 as compared to $2.87 a year ago. 

Larger supplies of potatoes are in prospect beginning this fall, and 
prices are expected to continue seasonal declines. The 1952 sweet- 
potato crop is expected to be about the same as the extremely small 
1951 crop, less than half of an average size crop, and therefore prices 
are likely to remain high. 


LIVESTOCK AND MEAT PRICES 


Now, as during World War II, meat is a crucial factor in the fight 
against higher living costs. Its importance is attested by the fact 
that it accounts for over 8 percent of the consumer’s cost of living and 
for about a quarter of the consumer’s food bill. Meat animals 
cattle, calves, hogs, and sheep—account for about one-third of all 
cash farm income. The meat- ‘cackiiie industry is one of the largest 
in the United States in terms of total dollar sales. Besides, meat is a 
major factor in the largest distribution trade in the United States— 
that of retail food distribution. 

The price of meat is recognized as a key element in stabilization. 
Because of its actual and symbolical importance in the cost of living, 
it influences wage negotiations significantly. Because feed grains are 
used in feeding cattle and hogs, the price of meat affects grain prices 
and thereby prices of other important foods such as poultry, eggs, and 
breakfast cereals. 

The impact of the Korean war on the national economy was nowhere 
felt more acutely than on meat prices. The Bureau of Labor Statistics 
index of all retail meat prices rose 10 percent from June 1950 to 
February 1951, while the beef price index rose 14 percent. The 
average price received by farmers for live cattle rose from $23.70 per 
ret in June 1950 to a peak of $30.20 in April 1951, when 
it was over 150 percent of parity and about 38 percent higher than 
the average price for the period 1947-50. By September 1952 the 
live cattle price had dropped back to $23.80—114 percent of parity. 
Prices of calves and lambs also were high, Ps reached 134 percent 
and 130 percent of parity, respectively, in April 1951. In September 
this year they were 112 and 105 percent of parity. Prices of hogs, 
however, were at 93 percent of parity in April 1951 and in September 
1952 were still only 90 percent of parity. 
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OPS MEAT-CONTROL PROGRAM 


A short review of OPS original 1951 meat-control program and the 
reasons why it was changed is essential at this point to understand 
later developments. 

The meat program which was formulated and originally put into 
effect by OPS was based on a recognition that meat-price controls 
required for their effective operation a system of distribution controls 
which assured that livestock and meat move in normal channels. 
Accordingly, the first specific OPS action on meat was a distribution 
order rather than a price regulation. Two weeks after the general 
freeze, OPS issued Distribution Regulation 1 which established the 
slaughter- -quota program. 

At that time OPS looked upon the salient -quota regulation as 
the basis for the whole meat-price-control program. They designed 
it to keep livestock moving in normal channels and to provide that 
only registered packers could slaughter livestock and finally to assure 
each packer of his customary share of total livestock marketings. 
This action was predicated on World War II experience which, ac cord- 
ing to OPS, had demonstrated that the slaughter-quota program 
assured packers of their share of available livestock. 

The freeze technique could not be applied effectively to live animal 
prices and the continuing sharp advance of cattle prices between Jan- 
uary and April 1951 reduced packers’ margins and made beef the 
most critical item on the OPS meat-control agenda. Accordingly, on 
April 30, 1951, OPS issued four regulations (CPR 23, live cattle; 
CPR 24, beef sold at wholesale; CPR 25, beef sold at retail; CPR 26 
kosher beef sold at retail), establishing dollar-and-cent ceilings on 
cattle, and on wholesale and retail sales of beef. 

In most respects these regulations were similar to those ‘promul- 
gated by OPA during World War II. There were, however, signifi- 
cant differences. The most important related to the problem of dis- 
tribution. A system of some differentials based on freight rates was 
incorporated mto the wholesale beef regulation to encourage the 
movement of meat to deficit areas by enabling slaughterers to recover 
costs of transporting livestock and meat. 

The ceiling prices which were immediately effective upon issuance 
of the beef regulations were approximately at the freeze levels. Those 
prices were disproportionately high in relation to pre-Korean levels. 
Accordingly, OPS proposed to reduce retail beef prices by about 
10 cents per pound by October 1, 1951. The reductions in retail 
prices were to be made in two stages, one in August and one in October, 
and were to be based on corresponding reductions in cattle and 
wholesale beef prices. 

These roll-backs were to be timed and made in stages to enable 
cattle feeders to dispose of high-cost inventories of cattle. After the 
proposed October roll-back, cattle ceilings would have been at about 
125 percent of parity and above the all-time pre-Korean high in 
cattle prices. 

In extending the Defense Production Act in 1951 Congress pro- 
hibited the cattle price roll-backs section. The new amendment 
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banned slaughter quotas (sec. 101). Slaughterers were still required 
to register with OPS although there was no limitation on the number 
that could be slaughtered. 

The OPS then faced the problem of cattle-distribution controls with 
a view to avoiding in the future some of the distortions which resulted 
from abolition of slaughter quotas. Finally, OPS embarked on a 
widespread enforcement campaign which had a pronounced effect in 
improving compliance with the cattle ceilings. 

Ceiling prices of pork, veal, lamb, sausage, and canned meats re- 
mained under GCPR until the late months of 1951, when dollar-and- 
cent regulations were issued to establish ceiling prices for sales of pork, 
veal, and lamb. at wholesale. The retail ceilings issued at about the 
same time were on percent mark-up basis because of the “‘pass through” 
provision. 

The relatively higher prices of live hogs during the summer months 
of 1951 in the absence of ceiling prices for live hogs made it necessary 
to issue a supplementary regulation in July, which provided specified 
prices for pork loins representing increases of several cents per pound 
for most sellers. This gave much-needed temporary relief from the 

“squeeze” on margins for persons slaughtering hogs until the dollar- 
and-cent wholesale prices could be issued for all pork on September 25, 
1951. 

In fairness to retailers who found their margins “squeezed”? under 
the GCPR meat prices, it was necessary to issue formula- type recula- 
tions for all meats except beef to permit retailers to adjust their prices 
to offset increased wholesale prices. These increases in wholesale 
prices took place mostly between January and February 1951, and 
were due to ceilings being based on the “highest”’ prices of sales in the 
base period as provided by the GCPR. 

As a result of the over-all program the prices of all meats leveled 
off. Consumer beef prices were held nearly stable between February 
and September 1951, during which pe ‘riod the BLS index of retail beef 
prices rose only from 308 to 310. ‘These prices were allowed to in- 
crease to 318 in October to offset the decline in prices of hides and tal- 
low, and this level was maintained until prices began to slip in Janu- 
ary 1952 and have declined steadily back again to about 308 in 
August 1952 

Pork prices remained practically constant all of 1951 until the index 
jumped from 215 to 224 from July to Se ptember, which is a normal 
trend at that time of the year. By April 1952 consumer pork prices 
had declined to their lowest index point (199) since before Korea. 
Since then, the prices have climbed steadily and in August reached 
237—7 percent more than a year earlier. OPS advises that this in- 


crease was largely due to the issuance of amendment 11 on July 29, 
1952 
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Consumers’ price index for total meats, beef and veal, beef, pork, and lamb 


[1935-39 = 100} 


Year and month ad = bee im et | | Total beef | Total pork | Tota! lamb 
1940. . é 04.4 | 102.8 | 102.8 81.1 | 99.7 
1941 2 106. 5 110.8 110. 3 | 100. 1 106. 6 
1942 122. 5 123. 6 122. 5 129.4 124.1 
1943 : 124. 2 124.7 124.8 119.9 | 136. 9 
1944 117.9 118.7 119.5 112.2 | 134. 5 
1945 118.0 118. 4 119. 2 | 112.6 | 136. 0 
1946 ’ | 150.8 150.5 151.8 148. 2 | 163. 9 
1947 > | 214.7 213. 6 214.5 215.9 | 220. 1 
1948 ; : 246. 5 258. 5 260. 4 222. 5 | 246.8 
1949 ‘ ; 229. 3 241.3 239. 2 205. 9 251 7 
1950 average 242.0 265. 7 264.4 203. 2 | 257.8 
June i . 246. 7 268. 6 269. 5 209.1 } 268. 1 
July 257 277.2 278.8 225.9 269. 0 
August ; 259. 6 | 282. 2 281.8 225.0 266. 9 
September a 260.2 | 231.7 279.3 | 228, 3 264. 2 
October 252. 0 279. 6 277.6 299. 3 250. 4 
November 249. 6 279. 2 277.3 201.8 264. 1 
December - 253.8 236.3 286. 3 201.0 | 269.0 
1951 average J 274.1 |} 310.4 310.8 | 215.7 | 238.8 
January 5 265. 5 | 300.9 391.4 210. 2 | 273. 6 
February 271.2 307.0 308.0 215. 2 | 279.7 
March ‘ ‘5 ian 271.9 308. 0 398. 8 | 215. 4 | 280. 5 
April aE | 272. 5 309. 5 310. 6 | 213.7 284. 2 
May.... Saadasoanue 272. 4 | 308. 7 308.9 | 213.4 289. 1 
June , ae 273. 1 308. 8 309.0 | 214.4 292. 5 
July 274. 2 | 310.3 309. 4 | 215.3 | 292. 2 
Aucust — - 276. 6 | 310.1 309.0 | 222. 6 292. 0 
September . 277.6 | 310.7 310.0 221.3 292. 2 
October eae 281.0 | 317.0 318.0 | 223.8 | 293. 7 
Novemb« ees 278. 6 317.3 318. 6 215.8 | 295. 6 
December ; eo 274.6 315.9 318.2 203.8 300. 0 
1952 | 
January 273.8 316.0 317.2 203. 8 | 297.1 
February ‘ : 270.8 314.2 315.4 201.0 | 285. 6 
March 268. 8 312. 6 313.4 200. 3 276.5 
April 268. 1 311.2 312.0 198. 7 283. 1 
May 271.7 310.8 311.6 208. 6 287. 1 
Jume ‘ 275.9 | 310.9 311.0 219.4 291.5 
July idl 274.1 | 308. 0 307.8 219.3 | 290. 3 
August ! > sccanistaalintinns 280. 3 307.8 307. 6 ! 237.0 290.8 


CPR 74 was issued October 1951 at the time pork prices were declining seasonally. Amendment 11 wa: 
issued July 29, 1952, to comply with sec. 402 (d) (3) of the Defense Production Act. 


Zn 


Source: Department of Labor, Office of Price Stabilization. 


In this connection, your committee became quite concerned and 
asked the Director of OPS to explain the press statements that higher 
prices 


are necessary to comply with an amendment that Congress recently tacked onto 
the economic control Jaw— 


which accompanied the higher price ceilings authorized by OPS. 

In the following letter the OPS Director clarifies the erroneous im- 
pression to the effect that any amendment to the Defense Production 
Act was responsibile for these price increases but rather that the legal 
provisions which require the seasonal price increase were contained in 
section 402 (d) (3) of the act, as amended: 


OFFICE OF PRICE STABILIZATION, 
Washington, D. C., August 22, 1952. 
Mr. ALLEN E. PreRce, 
Staff Director, Joint Committee on Defense Production, 
Congress of the United States, Washington, D. C. 

My Dear Mr. Pierce: This is in reply to your letter dated July 31, 1952, in 
which you refer to a recent amendment to the ceiling price regulation which 
covers pork sold at wholesale. You state that the committee’s attention has 
been called to recent press announcements stating that the higher price ceilings 
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authorized by OPS on certain pork products ‘‘are necessary to comply with an 
amendment that Congress recently tacked onto the economic control law.’ 
You further state that you assume that this has reference to section 402 (k) and 
you request to be supplied with the facts leading up to the increased pork ceiling 
authorized during the last week of July 1952, and the basis for such action. 

The order to which you refer is amendment 11 to Ceiling Price Regulation 74 
which was effective and issued July 29, 1952. I believe that I can best state the 
position of this agency with respect to the economic background and legal basis of 
this order, by quoting from the accompanying statement of considerations: 

“This amendment increases the ceiling prices of certain pork products in 
compliance with the provisions of section 402 (d) (3) of the Defense Production 
Act of 1950, as amended. 

“The Secretary of Agriculture has determined that, during the months of 
July, August, September, and October, the parity price for hogs shall be adjusted 
to a level in excess of 100 percent of parity. Data available to the Office of Price 
Stabilization indicate that with hog prices at or slightly in excess of parity, proc- 
essors of hogs would have generally fair and equitable margins under the industry 
earnings standard. While these data are not complete, they also indicate that 
were the processors to pay the seasonally adjusted parity prices for hogs over an 
extended period of time, the processing industry’s earnings would be below the 
earnings standard. It appears that processors would be unable to pay producers 
these seasonally adjusted hog prices for any substantial period of time without 
reducing their margins below fair and equitable levels. Accordingly, during 
these 4 months, in order to permit processors to realize equitable margins while 
permitting them to pay producers of hogs seasonally adjusted parity prices as 
required by the act, this amendment raises the ceiling prices of pork products. 
The higher ceiling prices provided in this amendment not only reflect seasonally 
adjusted parity but also reflect a sufficiently high corn-hog ratio to encourage 
increased hog production. 

“After October, when the seasonal adjustments in excess of 100 percent of 
parity terminate, the prices established in this regulation will be again revised to 
reflect the then effective legal requirements of the act. 

“The ceilings of only certain pork products have been raised by this amendment. 
These products are the ones which in a uncontrolled economy normally increase 
in price during these 4 months. In general they are the leaner cuts which require 
comparatively less preparation and for which the housewife has customarily 
paid a premium during the warm-weather months. In selection of these cuts the 
Office of Price Stabilization has been governed by historic seasonal price trends 
and has made such modifications as have seemed appropriate following consulta- 
tion with industry representatives.” 

I am also enclosing for your information and convenience a copy of the press 
release issued by this agency concurrently with this amendment. From the text 
of this press release it will be apparent that the explanation given by this agency 
to the newspapers regarding the reasons for the amendment is in conformance 
with the official statement of considerations, from which I have just quoted. 

I regret if, perhaps due to a misunderstanding, an erroneous impression May 
have been created here and there, to the effect that a recent amendment to the 
Defense Production Act was responsible for these price increases. The fact of 
the matter is, as appears from the foregoing, that the legal provisions which 
require the seasonal price increase effected by amendment 11 to CPR 74, were 
contained in the Production Act of 1950, as amended, to date. 

Hoping that this clarifies this matter to your satisfaction and thanking you for 
your interest and courtesy in bringing this question to my attention, I remain, 

Very truly yours, 


Evuis ARNALL. 
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Consumers’ price index for total meats, beef and veal, beef, pork, and lamb 


[1935-39 = 100] 





Year and month — en ae Total beef | Total pork | Tota! lamb 
1940. ; 04. 4 | 102.8 | 102. 8 81.1 | 99. 7 
1941 ‘ 106. 5 110.8 110.3 | 100. 1 106. 6 
1942 122. 5 123. 6 122.5 | 129. 4 124. 1 
1943 is 124. 2 124.7 124.8 119.9 | 136. 9 
1944. __ 117.9 | 118.7 119. 5 112.2 | 134. 5 
1945 118.0 | 118.4 | 119. 2 112.6 | 136.0 
1946 3 150.8 150. 5 151.8 2 } 163. 9 
1947 ; 214.7 213. 6 214.5 9 } 220.1 
1948 ; ‘ 246. 5 258.5 260. 4 ) 246. 8 
1949 229. 3 241.3 239, 2 ” 251 7 
1950 average 242.0 265. 7 264. 4 2 257.8 
June sy 246. 7 268. 6 269. 5 l | 268. 1 
July 257 277.2 278.8 9 269. 0 
August 3 259. 6 | 282. 2 281.8 0 266. 9 
September : 260 2 | 281.7 279. 3 3 264, 2 
October ; 252.0 279.6 277.6 | 3 259. 4 
November 249. 6 279. 2 277.3 8 204. | 
December 253.8 286.3 286. 3 .0 269. 0 
1951 average . 274.1 } 310.4 310.8 | 7 | 288.8 
January 265, 5 300. 9 301.4 2) 273.6 
February 271.2 307.0 308.0 | 5.2 | 279.7 
March 5 oat ‘ 271.9 308.0 | 308.8 | 5.4 280. 5 
April 272. 5 309. 5 310. 6 | .7 284. 2 
May 272. 4 308. 7 308.9 | 4 289. 1 
Jun 273.1 308.8 309.0 | 4 292. 5 
Jul 274. 2 | 310.3 | 309. 4 | 3 | 292. 2 
August ‘ 276.6 | 310.1 309. 0 2. 6 | 292. 0 
September . ; 277.6 | 310.7 310.0 3 292. 
October. ._.- ra ees 281.0 | 317.0 318.0 8 | 293. 7 
November 5 ata tae 278. 6 317.3 318.6 8 | 295. 6 
December ; ae 274.6 316.9 318. 2 8 300. 0 
1952 | 
January 273.8 316.0 317.2 203.8 | 297.1 
February ; 270.8 314.2 315. 4 | 201.0 | 285. 6 
March 268.8 312.6 313. 4 200.3 | 276.5 
A pril 268. 1 311.2 312.0 198. 7 283. 1 
May 271.7 310.8 311.6 208. 6 287.1 
June 275.9 | 310.9 311.0 219. 4 291.5 
July ere 274.1 308. 0 307.8 219.3 290.3 
237 8 


August ! . eepanais 280. 3 307.8 307.6 1 237.0 290. 


CPR 74 was issued October 1951 at the time pork prices were declining seasonally. Amendment 11 was 
i July 29, 1952, to comply with sec. 402 (d) (3) of the Defense Production Act. 


Source: Department of Labor, Office of Price Stabilization. 
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authorized by OPS on certain pork products “are necessary to comply with an 
amendment that Congress recently tacked onto the economic control law.” 
You further state that vou assume that this bas reference to section 402 (k) and 
you request to be supplied with the facts leading up to the increased pork ceiling 
authorized during the last week of July 1952, and the basis for such action. 

The order to which you refer is amendment 11 to Ceiling Price Regulation 74 
which was effective and issued July 29, 1952. I believe that I can best state the 
position of this agency with respect to the economic background and legal basis of 
this order, by quoting from the accompanying statement of considerations: 

“This amendment increases the ceiling prices of certain pork products in 
compliance with the provisions of section 402 (d) (3) of the Defense Production 
Act of 1950, as amended. 

“The Secretary of Agriculture has determined that, during the months of 
July, August, September, and October, the parity price for hogs shall be adjusted 
to a level in excess of 100 percent of parity. Data available to the Office of Price 
Stabilization indicate that with hog prices at or slightly in excess of parity, proc- 
essors of hogs would have generally fair and equitable margins under the industry 
earnings standard. While these data are not complete, they also indicate that 
were the processors to pay the seasonally adjusted parity prices for hogs over an 
extended period of time, the processing industry’s earnings would be below the 
sarnings standard. It appears that processors would be unable to pay producers 
these seasonally adjusted hog prices for any substantial period of time without 
reducing their margins below fair and equitable levels. Accordingly, during 
these 4 months, in order to permit processors to realize equitable margins while 
permitting them to pay producers of hogs seasonally adjusted parity prices as 
required by the act, this amendment raises the ceiling prices of pork products. 
The higher ceiling prices provided in this amendment not only reflect seasonally 
adjusted parity but also reflect a sufficiently high corn-hog ratio to encourage 
increased hog production. 

“After October, when the seasonal adjustments in excess of 100 percent of 
parity terminate, the prices established in this regulation will be again revised to 
reflect the then effective legal requirements of the act. 

“The ceilings of only certain pork products have been raised by this amendment. 
These products are the ones which in a uncontrolled economy normally increase 
in price during these 4 months. In general they are the leaner cuts which require 
comparatively less preparation and for which the housewife has customarily 
paid a premium during the warm-weather months. In selection of these cuts the 
Office of Price Stabilization has been governed by historic seasonal price trends 
and has made such modifications as have seemed appropriate following consulta- 
tion with industry representatives.” 

I am also enclosing for your information and convenience a copy of the press 
release issued by this agency concurrently with this amendment. From the text 
of this press release it will be apparent that the explanation given by this agency 
to the newspapers regarding the reasons for the amendment is in conformance 
with the official statement of considerations, from which I have just quoted. 

I regret if, perhaps due to a misunderstanding, an erroneous impression may 
have been created here and there, to the effect that a recent amendment to the 
Defense Production Act was responsible for these price increases. The fact of 
the matter is, as appears from the foregoing, that the legal provisions which 
require the seasonal price increase effected by amendment 11 to CPR 74, were 
contained in the Production Act of 1950, as amended, to date. 

Hoping that this clarifies this matter to your satisfaction and thanking you for 
your interest and courtesy in bringing this question to my attention, I remain, 

Very truly yours, 
Eviis ARNALL. 
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Press Release 
OrricE oF PRIcE STABILIZATION 


TEMPO E-—-WASHINGTON 


Advance release Barkley-O PS-0-1026 

For use in morning papers 

Tuesday, July 29, 1952 ST-4200; Ext. 3491 
PORK 


(CPR 74, AMENDMENT 11.—ApJsustTED Parity Prices, PRocEssING STAGES AND 
MISCELLANEOUS CHANGES) 


The Office of Price Stabilization today authorized higher seasonal ceiling prices 
for some lean cuts of pork. 

The new ceilings are made necessary by provisions of the Defense Production 
Act, as amended, which require that OPS ceiling prices be sufficient to permit 
processors to pay hog producers seasonally adjusted parity prices as determined 
by the Secretary of Agriculture. Pork ceiling prices also must be at levels which 
reflect equitable margirfS for processors. 

The action will permit retail ceiling prices to rise from 1 to 8 cents a pound on 
certain fresh cuts of this meat. Changes are made in the ceiling prices of fresh 
pork shoulders, Boston butts, neckbones, loins, bellies, spareribs and hams. 
Comparable changes are made in ceiling prices of smoked and other processed 
cuts. 

OPS emphasized that the new ceilings are seasonal and will be in effect only 
through October. After that month, when the seasonally adjusted parity prices 
will be at lower levels, OPS ceilings will be revised downward. 

The current action increases the wholesale dollars-and-cents ceiling prices per 
pound for fresh pork cuts as follows: Shoulders, 1 cent; hams, bellies, Boston 
butts, and neckbones, 3 cents; and loins and spareribs, 8 cents. 

These are the maximum amounts by which the wholesale ceiling prices may be 
increased for these primal cuts. Retailers may add the increased wholesale costs 
to their selling prices. 

OPS said these cuts were chosen because the housewife has customarily paid a 
premium for them during the warm-weather months. They account for about 40 
to 45 percent of pork. However, they do not include cuts of pork generally used 
in making sausage. Sausage ceiling prices, therefore, should not be affected by 
this action. 

The new wholesale ceilings, OPS said, not only reflect the seasonally adjusted 
parity prices but also reflect a sufficiently high corn-hog ratio to encourage 
increased hog production. 

The higher seasonal ceilings are authorized by amendment 11 to CPR 74, the 
wholesale pork ceiling price regulation, and become effective July 29. 


With all retail meats except pork moving in a narrow range over 
the past 12 months, consumer meat prices are practically the same 
or slightly lower than a year ago. For the remainder of the year retail 
meat prices are expected to follow the seasonal pattern. 

The reason for this is the 1952 meat production is now expected 
to total about 3 percent above the 21.9 billion pounds of a year earlier. 
Most of the increase will be in beef. Pork output is expected to total 
a little less than in 1951, for it is estimated that during the rest of 
this year a greater number of grass-fed animals than grain-fed cattle 
will be marketed. As a result, supplies of intermediate grade of beef 
will be comparatively larger than those of the higher grades that are 
obtained from grain-fed cattle. On July 1, 13 percent more cattle 
were on feed in the Corn Belt than at the same time last year. A 
large part of the increase consisted of long-fed cattle that are due to 
be marketed in early fall. 
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In view of this general situation, the OPS Meat Division was 
requested by the committee staff to make a spot survey in 13 cities 
to determine the actual selling prices being offered by the wholesalers 
to retail stores, and by the retailers to the public, as compared with 
the authorized ceiling prices. 

This study was made the same day, September 19, 1952, in each 
of the 13 cities. For all cities surveyed the figures show that the 
average quotations at wholesale for all grades and types of meat 
ranged from ceiling prices to nearly 20 percent under ceilings, with 
about the same situation in the retail stores. In the case of retailers, 
however, it should be remembered that any reduction in the whole- 
sale price of veal, pork, and lamb has to be reflected in retail prices 
because of the mark-up regulation. This is not true in beef where 
retailers’ ceilings are on a dollar-and-cents basis. 


Survey of meat prices, wholesale and retail, made Sept. 19, 1952 ' 


{Reported selling prices as percentage of ceiling prices '] 


Wholesale 2 Retail 3 
Beef Percent Percent 
Hindquarters 99. 6 
Rounds 99. 5 
Round steak QS. 2 
T-bone steak 95, 2 
Ribs 96.3 
Rib roasts 95. 5 
Chucks. __. 94.7 
Chuck roasts , 90.7 
Veal: 
Hind saddles OS. 6 
Fore saddles 92.9 (4) 
Pork 
Loins, fresh 91.9 
Hams, smoked ot 93. 8 (45) 
Smoked boneless butts 81.1 
Spareribs 92. 4 
Lamt 
Hind saddles 99. 0 
Fore saddles 90.9 (4) 


! Prices reported as prevailing in 13 OPS regional office cities: Boston, Mass.; New York, N. Y.; Phila- 
delphia, Pa.; Richmond, Va.; Atlanta, Ga.; Cleveland, Ohio; Chicago, Il.; Minneapolis, Minn.; Kansas 
City, Mo.; Dallas, Tex.; Denver, Colo.; San Francisco, Calif.; Seattle, Wash. 

2 Reported by 2 wholesale sellers in each of the 13 cities mentioned in 1. 

3 Reported by central offices of chain stores and supermarkets whose stores were located in areas covered 
by the 13 OPS regional office cities. 

4 Retail ceiling prices are calculated weekly by retailers by applying historical mark-up percentage to cost 
of veal, lamb, yearling mutton, and mutton purchased during preceding week. Retail prices, therefore, 
follow wholesale price changes. 

§ Calculations made by retailers weekly as in 4, except that mark-up is on dollar-and-cents basis instead 
of percentage 
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Item 


Rounds 
Round steak 


T-bone steak 


Wholesale 


At ceiling, 11 regions; 1 cent below | 


ceiling, Dallas; 3 cents below ceil- | 


ing, New York. 
At ceiling, 12 regions: 3 cents below 
ceiling, San Francisco. 


| 


MARGIN SPREADS 


Retail 


At ceiling, 6 regions; 2 to 7 cents 
below ceilings elsewhere. 


| At ceiling, 6 regions; 1 to 5 cents below 


ceilings elsewhere. 





Beef ribs At ceiling, 2 regions; 1 to 5 cents 
below ceilings elsewhere. 

Rib roast Sant snencine stan sntnwreainnncesett ue Mi © ieee. 3 i 2T seks 
below ceilings elsewhere. 

Sdn dingo a tac otc ac al cadens ac At ceiling, 2 regions; 1 to 28 cents 

below ceilings elsewhere. 


Chuck roast. - 


Veal: 

Hind saddles At cciling, 6 regions; 1 to 6 cents 
| below ceilings, 3 regions; not avail- 
| able, 4 regions. 
| At ceiling, 7 rezions; 1 to 14 cents 
below ceilings elsewhere. 
aac eineiieaicaas a cei -------------.-.--| At ceiling, 8 regions; 2 to 19 cents 
below ceilings elsewhere. 


Round steak 


Cutlets. - 
Fore saddles At ceiling, 3 regions; 2 to 7 cents 
below ceilings, 6 regions; not avail- 
able, 4 regions. 
: s ‘ At ceiling, 7 regions: 1 to 6 cents 
below ceilings elsewhere. 


I GI ssi sii hic wicca ipa ben anid 
Pork: 
Pork loins At ceiling, none; 3 to 8 cents below, 
| all regions. 
Center cut chops sin neh Kamin bik bre Hes gee At ceiling, 3 regions; 1 to 13 cents 
| below elsewhere. 
| At ceiling, none; 1 to 8 cents below 
ceilings elsewhere. 
sy Remon aad ean exes At ceiling, 7 regions; 2 to 14 cents 
below ceilings elsewhere. 
At ceiling, 8 regions; 4 to 8 cents below 
ceilings elsewhere. 


Smoked hams 


Smoked ham. slices, | 
center cut. 

Smoked boneless butts At ceiling, none; 8 to 20 cents below 
ceiling, 5 regions; not available, 7 
regions. 

At ceiling, 2 regions; 3 to 13 cents 


At ceiling, 5 regions; 1 to 5 cents below 
below ceilings elsewhere. 


ceilings elsewhere. 


Spare ribs _- 


Lamb: | ; 
Hind saddles_._._.......| At ceiling, 7 regions; 1 to 4 cents below 
ceilings elsewhere. 
BR ech scam ewaes ss us ciiechece ale Retna ab Umea ca adie bedi ene At ceiling, 2 regions; 2 to 9 cents below 
| ceilings elsewhere. 
CE on cciekoc densi cnadiannyaccpgusdenaeeeie ener At ceiling, 5 regions; 2 to 18 cents 
| below ceilings elsewhere. 
Fore saddles__........_-- At ceiling, 2 regions; 1 to 12 cents 


below ceilings elsewhere. | 
pendant ca dvin otk cesses adie tes Sacer | At ceiling, 7 regions; 1 to 10 cents 
below ceilings elsewhere. 


Shoulder roasts- 








The next four tables give some idea of what has happened in the 
past 12 months with wholesale meat prices. The data cover late 
September prices = the Chicago market and compares quotations 
with the same week last vear and with authorized ceiling prices. 

The first table covers livestock prices while the next three deal with 
various cuts of meat. It will be noted that there is a wide variation 
in the prices for the different items this year and last. In fact, most 
of the meats are selling under a year ago and, with the exception of 
certain pork cuts, many of them, including some beef items, are sub- 
stantially below last year. However, in wholesale dressed meats, cur- 
rent prices for 15 out of 17 meat items were above the pre-Korean 
level—3 as much as 25 to 30 percent; 5 from 10 to 20 percent; and 
7 up to 10 percent above. 
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Additional data on the production, per capita consumption, value 
of meat consumed and composite price tables will be found in the 
appendix on pages 103 to 105. 


Comparative per hundredweight livestock prices 


[Current Chicago prices as percent of last year’s Chicago market prices and ceilings] 





nts 
j Market price ' week Market price Sept. 20, 
Ow | ending— 1952, as percent of 
Item Ceiling 
price 
Sept. 22, Sept. 20, Price year Ceiling 
nts j 1951 1952 ago price 
; 
nts i ~ Pe — cuneate 
Prime steers 900 to 1,300 pounds $39. 04 $34. 63 $37. 12 RQ 93 
Choice steers 900 to 1,300 pounds 26. 73 31. 87 34. 25 87 93 
Good steers 900 to 1,100 pounds 33. 78 31. 55 84 90 
Commercial steers 30. 88 27. 37 78 88 
Commercial cows 29. 22 27. 37 68 73 
nts Utility cows 24. 82 22. 49 71 75 
Canners and Cutters | 21. 22 19. 57 71 | 77 
nts Bulls__-_- reat : . 39. 03 | 27. 53 70 76 
Calves, Prime and Choice. ..--- 33. 75 | 37. 42 78 | 70 
Lambs, Prime and Choice ; : 31. 50 33. 20 | 83 79 
Hogs, barrow and gilt, 200 to 240 pounds 20. 89 | 25. 7: 96 | 78 
; 
its 
1! Live animal prices are average of mid-point of range reported by USDA for weeks ending Sept. 22, 1951, 
and Sept. 20, 1952. For lambs the prices are for spring lambs. 
? Reflected values for live animals are based on slaughterer’s ceilings for carcasses and by-product value 
assumed in CPR’s 24, 74, 92 and 101. 
its 
Legal minimum prices for livestock, Aug. 15, 1952 
its [Dollars per hundredweight] 
Ww | 
August 
ot onal prices 
Ww Item —— “Fugate Legal min- — received 
~~: price ! imum ? walumuan 3 | as percent 
I of legal 
minimum 
Ww ° Ste or ae es 7 gee 
Beef cattle 21.10 26. 40 26. 40 24. 90 94.3 
its Hogs : "3 ; 21. 50 19. 70 | 21. 50 20. 90 97.2 
Lambs 23. 20 29. 20 29. 20 25. 60 87.7 
Sheep. ; 10. 80 15.10 15.10 9. 70 64.2 
Veal calves a 23. 60 30.10 30. 10 27. 40 91.0 
its 
1 190 percent of estimated United States average pric? reesived for all grades sold May 19, 1951 
? The higher of either effective parity pric®s or “‘fugate’’ price. 
* From Agricultural Prices, U.S. Department of Agriculture, Aug. 15, 1952. 
> . . ‘a5 . 
l€ Source: Office of Price Stabilization. 
Le 
18 
h 
nm 
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Comparative slaughter and wholesale prices per hundredweight of beef, veal, lamb, and 








pork 
[Current Chicago market prices as percent of last year’s Chicago market prices and ceilings} 
Market price ! week Market price Sept. 16, 
ending 1952, as percent of 
Keon Ceiling 
price? 
Sept. 18, Sept. 16, Price year Ceiling 
1951 1952 ago price 
BEEF 
Steers 
Prime, 600- to 800-pound cereass. .__-- $58. 00 $54. 00 $58. 10 93 93 
Choice, 500- to 700-pound caresss 56. 00 53. 50 56. 10 06 95 
Choice, 700- to 900-pound carcass 56. 00 52 62 56. 10 04 04 
Good, all weights, carcass 54. 00 47. 50 54.10 8 8 
Commercial carcsss 48. 80 40. 00 49.10 &2 gl 
Commercis! cows, carcass 49.00 33. 50 49.10 68 68 
Utility, carcass 46. 20 20. 20 17.10 65 64 
Canners and Cutters, carcass 42. 50 31.00 42. 60 73 73 
Bulls, car 48. 50 34. 00 | 48. 60 70 70 
Choice steer beef cuts 
Hindquarters 61. 90 62. 50 63. 40 101 99 
Rounds 61. 00 60. 00 62. 50 gS 96 
Reguler chucks 55. 00 19. 50 56. 50 90 &8 
Briskets 43. 00 40. 00 44. 50 93 | 90 
Ribs 68. 00 62.50 4 69. 50 92 90 
LAMBS | 
Prime and choice, careas 60. 00 56. 00 | 61.30 93 91 
} 
VEAI 
Prime and choice, careass 56. 5O 55. 75 57. 50 99 97 
PORK 
Barrows and gilts, 200- to 240-pound, com- 
posite value 29.74 29. 92 37.11 101 81 


Prices from National Provisioner Magazines for Sept. 22, 1951, and Sept. 20, 1952. Weekly average of 
y prices, Chicago 

Ceilings for beef corcasses are for siaughterer’s f. 0. b. sales. Ceilings for other items include 40 cents for 

| ver) i 60 cents for branch houses for veol and lamb and are weighted average of ceilings for 

slaughterers and wholesalers assuming that 44 percent of sales are by wholesalers of beef and veal and 20 
ercent by wholesalers of lamb. 





Source: Office of Price Stabilization 


Comparative slaughter prices per hundredweight of pork and sausage materials 


Current Chicago market prices as percent of last year’s Chicago market prices and ceilings] 


le Sa Market price, Sept. 
Market price ' 16, 1952, as per- 


week ending 
eek ending cent of 


ia Ceiling 
price 2 














Sept. 18, | Sept. 16, Price, Ceiling 
1951 | 1952 year ago price 
| ' 

Beef trimz gs $48.10 $33. 00 $49. 00 69 67 
Bull meat 60. 70 45. 50 61. 50 75 7 
Cow meat 58. 10 43. 00 59. 00 74 7: 
Bor huck ired and cooked 58. 10 45.00 | 59. 00 77 76 
Veal trimmir 4.00 75 74 
Regular pork trimr gs, 49 percent 24.00 97 | 100 
Extra pork trimming 5 percent 50. 50 52. 80 103 98 
F King na 12 to 14 pounds 3. 88 54. 60 112 | 90 
Fresh pier $ to 6 pound 32. 25 35. 10 92 &5 
F 5 inds 47.90 90 | 81 
Pre rer 50. 10 112 90 
Fr pork 2 i 60. 40 105 89 
S] k 2 $ pound 63. 10 101 92 
S ked slab | 2 l 51. 60 Su 78 
. } kage 62. 40 99 86 

Prices from National Prov ner magazines for Sept. 22, 1951, and Sept. 20, 1952, Weekly average of 
daily pric Chicag 

? Slaughterer’s ceiling prices, less-than-carload lots, including boxing and wrapping. 


Source: Office of Price Stabilization. 
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Wholesale dressed-meat prices, Chicago (weekly average of daily quotations) 


(July 1, 1950, June 20, 1951, and selected weeks of 1952, in dollars per 100 pounds with percentage 









































comparisons] 
| 
Week ending— | Sept “ percent 
Item — : a menace 
July 1, | June 30, July 26, | sept. 13,| July 1, | June 30, 
1950 1951 1952 1952 | 1950 1951 
| | 
Beef: | 
Steer: | 
Prime, 600 to 700 pounds-.-.---.-- 49. 80 58. 50 54. 00 54. 50 109 93 
Choice, 600 to 700 pounds. ----- --- 47.72 56. 50 53. 00 53. 75 113 95 
vy _— 350 to 600 pounds__._....__- | 46. 67 54. 50 51. 62 51. 50 110 94 
eal: 
Prime, 80 to 110 pounds-_-__.....--- 45. 50 | 57. 25 53. 00 57. 25 | 126 100 
Choice, 80 to 110 pounds... -------- 43. 00 56. 00 51. 50 56. 75 132 101 
Good, 80 to 110 pounds......_-.--- 41. 25 54. 50 49. 50 53. 00 128 97 
Spring lamb: 
Prime, 40 to 50 pounds-_----- 55. 40 1 58. 25 60. 50 60. 00 108 103 
Choice, 40 to 50 pounds 53. 90 1 58. 00 60. 50 60. 00 111 103 
Good, all weights_._.........-.-- 50. 37 1 58. 00 57. 50 55. 00 | 109 95 
Pork, fresh Choice: 
Loins, 8 to 10 pounds average -----.-.--- 48. 60 45. 50 53. 25 53. 25 110 117 
Butts, 4 to 8 pounds average_-__-__.-__| 40. 80 43. 00 | 43. 00 40. 40 | 99 04 
Pork, cured Choice: 
Hams, smoked and skinned, 12 to 16 
pounds average. __..__ : 55. 15 56. 50 89.25 | 55.50 | 101 98 
oo smoked slab, 6 to 8 pounds av- | 
hs aA oe ad | 45.40} 47.00) 48.50) 45.50 100 97 
Sliced. 1 pound package-- al 49. 40 53.00 | 55. 50 | 53. 00 107 100 
Picnics, smoked, 4 to 8 pounds aver- | 
rier, tekdetsecn enh 39.70} 41.00} 43.25 36. 00 | 91 BS 
a D.S , 16 to 20 pounds average-- 11.15 | 15.12 | 15. 12 | 12. 88 | 116 85 
Lard, 1 pound cartons, GR 3S oasecccees 14. 20 | 18. 75 | 5 14. 50 | 102 | 77 
! 


| 





1 Old-crop lamb. 




















Note.—Prices are based on sales by slaughterers, packer branch houses, and wholesale dealers to retail 
dealers and hotel supply houses. 


Source: Production and Marketing Administration, U. S. Department of Agriculture; Office of Price 
Stabilization. 


COMMUNITY FOOD PRICING PROGRAM 


On August 19, 1952, the Office of Price Stabilization announced 
that uniform community pricing of many staple market-basket 
grocery items, together with posting of ceiling prices in food stores, 
would be extended to many additional marketing areas over the 
country this fall. 

Community pricing is now in effect in three test areas—Fresno, 
Calif.; Fargo, N. Dak.; and Jacksonville, Fla. Office of Price Sta- 
bilization field-office directors are being authorized to extend it to 
additional areas as rapidly as plans can be worked out and the neces- 
sary preparations completed. 

efore the program is introduced into a new community, there 
will be extensive consultation by Office of Price Stabilization officials 
with local trade and consumer groups to assure that the grocers and 
consumers in the community understand the program and have an 
opportunity to discuss it and comment upon it. 


What community pricing is . 


Community food pricing is a simple and effective price-control 
technique developed and used successfully during World War ILI. 
Uniform dollars-and-cents price ceilings for many market-basket foods 
are worked out for a local marketing area by Office of Price Stabiliza- 
tion officers on the basis of local vials prices of the given items and 


24521—-52——5 
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the mark-up allowed the retailer. These ceiling prices are printed on 
posters which are delivered to the retail grocery stores where they must 
be posted. 

The National Consumer Advisory Committee from its first meeting 
with OPS has urged the adoption of Nation-wide community pricing 
and many local consumer advisory committees have done likewise. 


Several advantages offered through community pricing 


The consumer can see at a glance the dollars-and-cents ceiling 
price of many food items. This permits the maximum participation 
in the price-control phase of the stabilization program by the con- 
sumer. Before community pricing the shopper cou Wd see no evidence 
of price ceilings on food. 

The ceilings are computed by the OPS staff members on a com- 
munity-wide “basis and, for the items on the poster, individual grocers 
are relieved of the necessity of each calculating his own ceilings. It 
gives retailers a simple, clear, understandable method of price control. 

By posting the exact ceiling prices of many important food items 
under control, community pricing lets the consumer know that it is not 
the retailer who is responsible for high prices. When the retailer is 
selling items below ceilings it indicates to the consumer that the 
retailer is doing what he can to keep prices down. 

Prices are uniform for an item in the group class of stores permitted 
throughout the marketing area. The community pricing takes into 
account the fact that food costs differ from community to community 
and from one type and size of store to another. 

Community pricing is not intended to change the general level of 
food prices, or the margins of retailers, either upward or downward. 
Ceilings are determined on the basis of wholesale prices generally 
prevailing in the area. 

Under the present system of food-price ceilings, the individual 
grocer figures his own ceilings using the mark-up over his wholesale 
costs permitted to tbe group of stores to which he belongs. The 
basic idea in this system is to hold down grocery prices by limiting 
the percentage mark-up the grocer may use. 

Grocery stores are divided into four groups, each group permitted a 
different mark-up based upon historic pricing practices. The four 
groups are: 

1. An independent store with annual gross sales of less than 
$75,000. 

2. An independent store with annual gross sales of $75,000 or 
more, but less than $375,000. 

3. A tonindependent store with annual gross sales of less than 
$375,000. 

4. An independent or nonindependent store’ with annual gross 
sales of $375,000 or more. 

The percentage mark-ups currently permitted are those which were 
used by OPA. These were the only ones available on a Nation-wide 
basis for use by OPS. 

A specific mark-up on wholesale or supplier selling prices is estab- 
lished for each of 36 groups of dry grocery items and for butter and 
cheese. The size of the mark-up varies from group to group and from 
one type of store to another. While some grocers object to this method 
of group averaging which prevents a grocer from marking up one item 
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to compensate for loss on another, OPS has pointed out that a regula- 
tion permitting a given mark-up on each individual grocery item or 
for each individual store would be administratively impossible. 

To ascertain if the currently permitted margins are ‘fair and equi- 
table,” the OPS in cooperation with the Bureau of Labor Statistics 
has conducted a Nation-wide survey of percentage mark-ups in use 
by wholesale and retail grocers immediately preceding Korea. 

Under this system of individual computing of price ceilings the price 
of a given item has quite legitimately varied from store to store, post- 
ing of food prices has not been practicable, and the consumer has 
had no way of knowing what the ceiling price of a specific food item 
actually is. 

This method of pricing was adopted because it could be put into 
effect very rapidly and rapid action was essential in order to adjust the 
inequities which unavoidably arose from the general freeze of January 
26, 1951. This date caught many grocers, notably those who had 
tried hardest to keep their prices down, in a squeeze position. For 
when they bought-replacements they found wholesale and supplier 
prices in many instances had gone up between the time of their last 
purchase and the general freeze. Thus their frozen retail prices were 
based on wholesale prices which no longer were available. 

The mark-up type of ceiling also permitted easy and fairly frequent 
adjustment of prices. This was desirable because the Defense Pro- 
duction Act expressly prohibits price ceilings on an agricultural com- 
modity until that commodity, mov ing in a free market, reaches parity, 
Parity is a price determined by the Secretary of Agriculture upon the 
basis of a formula enacted by Congress for certain commodities which 
the farmer sells, which is considered fair in relation to what the farmer 
has to pay for items he must buy to live and operate his farm. Its 
purpose, in brief, is to keep the farmer in the same economic position 
in relation to other groups in the community. 

Since most agricultural commodities were in 1951 and still are sell- 
ing below parity their prices may rise and have risen. Until such 
commodities reach parity no ceiling price may be put on them. 

In fairness to the processors, wholesalers, and retailers handling such 
commodities or food items made from them, OPS has permitted a 
“parity pass-through.”’ In other words, as the price of an agricul- 
tural commodity goes up toward parity, the processor is permitted 
to add the exact dollars-and-cents increase in the price he pays for the 
agricultural commodity to his selling price. The distributor and 
retailer, in turn, are permitted to apply their normal mark- -up. 

In a market where food prices were fluctuating and where the 
over-all economic picture was far from stable the pricing method of 
permitted percentage mark-ups seemed to offer the solution most 
possible to administer at the time. 

However, under the more stable conditions of today, community 
pricing is possible and offers certain definite advantages over the 
current method. 

Under community pricing current dollars-and-cents ceiling prices 
are listed on posters, prominently displayed in each grocery store in 
the marketing area. In a given community there may be as many 
different ceiling-price posters as there are different store groups. 
New posters are provided at intervals, about once a month, and 
weekly amendments note changes in ceiling prices. 
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Each week, members of the OPS staff contact food wholesalers in 
the area and determine the prevailing wholesale costs to the retailer 
of the posted food items. 

There is not space on a poster of usable size to include all the many 
grocery items, nor would such inclusion be of value. OPS field staff 
members select some 350-400 cost-of-living food items to be posted. 
In each area consumer preference and sales volume are considered. 
The items vary from area to area. For example, canned tamales, 
important in certain areas with a large Mexican population, would be 
rather a loss on a poster in a New England community. Likewise, 
the posted items may vary somewhat in each of the six store groups. 

Fruits and vegetables, fresh and processed, will not appear on any 
poster. Although these items make up some 21 percent of family food 
costs, they were exempted from price controls by the Defense Pro- 
duction Act of 1950, as amended 1952. 

The local consumer advisory committees will be consulted to ad- 
vise on the items to post in their communities. 

It should be emphasized that the posted ceiling price is a maximum 
price. The grocer may, and at times does, charge less than the ceiling 
price for certain items. 

For group 1 and 2 stores the community price is computed by adding 
the permitted mark-ups to prevailing wholesale prices. For group 
3 and 4 stores the method is different. In general, such stores buy 
not from the local wholesaler but direct from the manufacturer or 
processor for shipment to the store’s warehouse. Thus, while the 
ceiling for group 1 and 2 stores is based on the prevailing wholesale 
price of the food item in the area plus the permitted mark-up, for 
group 3 and 4 stores the ceiling is the cost from the supplier, usually 
the processor, plus the mark-up permitted the store group. 

It is not anticipated that the community pricing will alter the general 
margin level of retailers. However, in the test program which has 
been conducted in the cities of Fargo, Fresno, and Jacksonville, a 
careful tabulation was kept on the results of the program, and by the 
radical reduction in the overceiling prices which resulted from the 
posting of price lists, OPS estimated that a saving in the neighborhood 
of 1 percent in the cost of the items that were posted was achieved. 
The table which follows indicates the degree to which the retailers in 
these three cities were selling over ceilings prior to posting prices. 
The figures represent the estimated percent of their prices which were 
over ceiling on the various dates and shows the effectiveness of com- 
munity pricing in reducing prices previously over ceilings. 


Percent of price over ceiling 





























| 
| Fargo | Fresno | Jacksonville 
5 | | 
Before price posting: | | 
Jan. 17 mead Cuntuvachipagaduakannen sudesccksesabe | 21.3 23.4 18.8 
After price posting: | 
an: dincloonvcn 0 ainyicthaccwttikn matnadpesinaipn ciiteniedineidabe aimee 11.0 18.0 13.1 
Feb. 14 gx idee dca dgde Soke eles eae 9.5 10.9 | 8.5 
Ds cskcniin cin vine ud eantdibngicnwpnmiane heed acme ate 9.8 11.6 | 8.3 
a ee ay een SS ot pacben aeeake 7.9 11.0 } 8.8 
oh inci bwadiccckhes cabbie ee 7.5 9.2 | 8.8 
PEPE, oo soc Iaccn chines ge carco unicie Daa eee ere 7.5 97 7.7 
PENI ook 52 nina bcadddsnLiddbeaeee eee 8.8 | Piva seete leony 9.0 
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n Not all sales previously above ceilings were deliberate attempts at 
me: | cheating. Much of it can be charged to unfamiliarity with pricing 

regulations. However, if the above figures are anywhere typical of 
Vv the national situation, community pricing could result in a substantial 
T savings to consumers. This also raises the question of stronger com- 
1. pliance and enforcement actions by OPS. 


1. 

3, Farm INcoME AND OperaTING Costs 

. Farmers’ production expenses in 1951 were 12 percent higher than in 

, 1950 and, according to the Department of Agriculture estimates, the 

y total will probably average about 5 or 6 percent higher this year, the 

d highest on record. Rs. 

7" From its 1947 peak of $17 billion, farm net income dropped steadily 
to a postwar low of $12.7 billion in 1950. Some of this loss was 

1. regained in 1951, when realized net income rose to $14.3 billion. (See 
chart 25.) 

2 Cuart 25 
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lle Farmers received about $18.9 billion from marketings during the 
aa first 8 months of 1952, 3 percent more than they received in the 
ais _ corresponding period last year. Approximately 5 percent more farm 


| products were sold this year, but prices averaged a little lower. On 
5 the other hand, prices paid by farmers for production items (including 
; interest, taxes, and wage rates) averaged 4 percent higher than in the 
8 first 8 months of 1951. Because of these higher production costs, 
0 farmers’ realized net income this year may be a little lower than in 
A 1951. 
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This year about 38 percent of gross income is being retained in the 
form of net income. This is the smallest percentage recorded except 
in the severe depression years of 1921 and 1931-33. Last year it was 
41 percent. 

Farm wages in 1952 are 7 percent higher than a year ago and for the 
year as a whole will probably average nearly 10 percent higher than 


2 


in 1951, according to the Department of Agriculture. (See chart 26.) 


CHart 26 
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The monthly index of prices received by farmers and prices paid for 
commodities and services in production and family living compare as 
follows: 

Index numbers of prices received by farmers 


[1910-14= 100] 


1947-49 August 1951 | August 1952 

Unadjusted: | 

All farm products 270 292 295 

All crops 246 244 272 

Livestock and products . 291 | 336 316 
Seasonally adjusted: 

Fruit : ens ee 199 | 202 

Truck erop y ; i am ; 251 | 324 

Dairy products ; . rer 284 303 

Poultry and eggs ae | 227 222 


Cash income from farm marketing (1935-39=100) jeitorel 371 | 450 436 
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Index numbers of prices paid by farmers 
(1910-14=100] 


1947-49 August 1951 | August 1952 
Commodities and services, interest, taxes, and wages_.._____- 249 | 282 | 287 
Family living items__- ; putin nina itn gisinaickeas date 244 | 270 273 
Production items ..........-.- pea duae Nabe ae keene 237 | 273 274 
SR itiicedeee ns ‘hen ; eS 7 73 89 | 97 
Ns ca Sea 2 , a2 ; J See wens 250 311 327 
Wage rates-_-. ‘ , eS te a 430 $75 506 
Parity ratio 3 pace ‘ sib dsd400 Reba 108 104 103 


With a general increase in cost of production items farmers buy, 
and a moderate weakening in some farm prices, the parity ratio 
dropped from 113 in February 1951 to 100 in March 1952 and then 
rose to 103 in August of this year. (See chart 27.) 


CHART 27 
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INCREASED FREIGHT RATES 


Another rail freight-rate increase authorized on May 2 made the 
eleventh general increase since World War II and the third since 
Korea. With this new increase the freight-rate level is now 79 per- 
cent higher than June 1946. 

The Department of Agriculture was concerned over the economic 
consequences of any further increase in transportation rates. For 
this reason it took part in the public hearings before the Interstate 
Commerce Commission and opposed a further increase in railroad 
freight rates at that time. It also took the position that if the ICC 
found that a further rate increase was necessary, it should exempt 
agricultural products, foods, and farm supplies. The Departmen: 
contended that further increases in agricultural freight rates would 
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be harmful to our national economy by discouraging farm production 
and adding to the inflationary forces already operating in our 
economy. 

The Interstate Commerce Commission has recently estimated for 
major commodity groups and important classes of commodities the 
over-all percentage increases in rail freight rates authorized since 
June 30, 1946. Estimates for important agricultural commodities 
are as follows: 


Estimated cumulative percentage increase in rail freight rates since June 30, 1946 


Percent 

Prodwets of nmsioniinee (eee) ons. = 6 ai co ce is oe oe ee ow ae 66. 4 
Grain and grain products___._...____---- Oe TG” NE a8 eagle 70. 6 
ST Rar cae go fe I Ee Ene eS ee ee §5. 1 
Caper eee wen ce eo oe i Son eee eee 53. 5 
IPO: RR ee od a. eas cine he ies Seer es ee 57. 5 
CREE ON ON ATIC oo Bi acdc ce cae uedaee one aaeae 79. 5 
AMIRIAIS ORE DORI 255s POS Pe eee. CORA etd ease ds cue 84. 4 
SU ce a 7am 
Meat and edible packing-house products.___............---.------ 88. 4 
Other mrtinepin sored sreivoke. fo oa 0 2S ob So ce ck ee bE ck ee 86. 5 

Di aristeseres a POmernmn a eh cet Se ae ee eae cas 88. 9 
HUN ee a an sh es eer wae Sis ay 87. 0 
Suger, sirun, end packawed foadetuts. . ........ <4... sane csc ascns 85. 6 

All traffic (carload and less than carload)-_____.....-..--..----.--_--.- 78.9 


During the last few decades farm prices have undergone wide 
changes in both directions but freight rates have tended to move in 
only one direction—upward. When farm prices advanced sharply 
in World War I and again in World War II, railroad freight rates 
caught up after a short lag. While farm prices were declining in 
1948-49, and again in 1951, railroad freight rates continued to move 
sharply upward. (See chart 28.) 


CuHarT 28 
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Manvuracturers’, Processors’, AND DistrisvuTors’ MARGINS 
LABOR COSTS—PROCESSING AND MARKETING 


In a recent detailed study released by the Department of Agri- 
culture, on ‘“‘Labor in the Marketing of Farm Food Products,” it 
stated: 

Labor is the most important single item in the cost of marketing farm products. 
Estimates indicate that in several postwar years labor has accounted for about 
half of the total cost of marketing farm foods. (See chart 14 on p. 41.) 

Hourly earnings of employees in food marketing in May 1952 (latest available 
data) averaged $1.55, 6 percent above the same month a year earlier and about 
14 percent above June 1950, when the Korean war began. The increase since the 
Korean invasion is about equal to the percentage increase in charges for marketing 
foods as measured by “market basket” data. 

However, the average annual earnings in the food marketing in- 
dustries, even though they increased about 150 percent over the 
1935-39 average, still show less gain than the 175 percent for annual 
earnings of employees in manufacturing industries. 

Approximately one-half of the cost of labor in marketing food 
products was incurred in retailing; processing accounted for 30 percent 
and wholesaling and transportation each accounted for less than 
10 percent. 

In terms of the retail cost it was found in one study that the cost 


of labor in food processing plants ranged as follows: 
Percent of 
retail cost 


Poultry and eggs 1 
Dairy products L ies 3 
Fruits and vegetables a 6 
Meat products So ia sibs Senile 6 
Bakery and other cereal products __ a ae > ; 20 
Miscellaneous products ; 25 


Profit per dollar of sales, and earnings on investment both before 
and after taxes, of firms engaged in processing agricultural products 
were generally lower in 1951 than in 1950, whereas their total dollar 
volume of sales increased. 

These decreases in profits reflected higher operating costs and taxes. 
According to estimates prepared by the Federal Trade Commission, 
profits per dollar of sales and the annual rate of profit on stockholders 
equity for the years 1947—51 by industry groups were as follows: 
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Annual percentage rate of profit on stockholders’ equity, 1947-51 


| 


| 


} 
> a Textile mill | aa iit 
Food Tobacco products Apparel Leather 


| 
Before A fter Before After Before | After Before | After Before After 


taxes taxes taxes taxes taxes | taxes | taxes | taxes | taxes | taxes 
1947 29. 5 17.4 16.2 9.9 30. 6 18. 4 31.4 18.6 24.0 13.8 
1948 20.9 12.5 21.7 13.4 30. 0 18.3 20.5 12.1 17.5 10.3 
1949 19.3 11.6 19. 6 12.3 12.9 7.5 13.0 7.4 10.7 6.0 
1950 21.7 12.1 21.2 11.5 22. 1 12.3 17.6 9.8 19.4 11.0 
1951 18.3 8.7 21.5 9.4 17.4 8.0 12.1 5.3 13.8 5.3 


NoOTE.—Taxes mean Federal income and excess-profits 
Percent profits per dollar sales, 1947-51 


Food Tobacco Textile mill 


products Apparel Leather 

Before After Before After Before After Before After Before After 

taxes taxes taxes taxes taxes taxes taxes taxes taxes taxes 
1947 7.1 1.2 6.7 1.1 13.7 8.2 7.8 4.6 7.5 43 
1948 5. € 3 &.3 6.2 13. 5 &.3 5.2 3. 1 ». 6 3.3 
1949 3 8.2 5.1 7.0 4.1 3.7 2.1 3.9 2.2 
1) 6.1 ‘ 90 19 10.5 5.8 5.0 2.8 6.5 3.7 
1951 49 2.3 8 3.9 8.3 3.8 3.3 1.4 7 1.8 


NOTE axes mean Federal income and excess-profits 


The Department of Agriculture recently compiled a comparison of 
the 1951 profit margins with previous years for a group of large 
food and tobacco companies engaged in the various processing 
industries. This summary shows that each of the processing groups 
realized a lower net profit in 1951 than the year previous and for cer- 
n groups the 1951 earnings were the lowest for several years. 


t< 


Operating profit '—selected food and tobacco companies, 1935-51 


Food-processing companies 


S retail | 4 tobacco 


9 bak- 6 grain- wee dairy- food hatin 
a mill prod-| 11 meat a products | chains panies 
ing com- ning com- 
- ucts com- packers ate nae com- 
panies panies : 
panies panies 


| 
' i 


Profit rate on investment (percent 
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Operating profit \—selected food and tobacco companies, 1935-5 1— Continued 


Food-processing companies 
nena scm 
3 grain- | 


7 baking mill : \4 canning 11 dairy 8 retail | 4 tobacco 
Year com- | products | 11 meat |“ com. ~| Products | “food com- 
Sete “| packers , com- sored a 
panies com- panies | i chains panies 
panies | panies 
Profit rate on sales (percent) 
1935-39 average 7.2 3.1 1.3 3.6 3.5 1.5 9.2 
1940 6.5 3.4 1.6 4,2 3.5 1.5 9.0 
1941 5.4 2.8 1.9 5.1 3 1.4 | 7.0 
1942 4.8 2.2 1.4 3.0 2.9 9 5.7 
1943 4.2 1.9 1.3 3.5 2.5 1.0 | 4.9 
1944 3.4 2.1 1.2 3.6 2.4 1.0 | 4.6 
1945 4.1 2.2 13 3.8 2.6 1.0 | 4.6 
1946 6.3 2.5 ,& 6.1 3.6 1.8 | 4.8 
1947 3 2.7 1.6 4.9 2.7 1.5 5.1 
1948 . 5.4 2.4 8 4.1 2 1.4 5.9 
1949 5.0 2.6 3. 1 3 1.4 | 6.1 
1950 4.9 2% .9 5.9 3 sa 5.8 
1951 4.0 2.0 8 3.3 2 9 4.5 


| 
t 


‘In general, the operating profit is the net sales less cost of sales, operating expenses, maintenance, and 
depreciation. The provision for taxes includes both income taxes and excess profits taxes of Federal, 
State, and foreign governments. Other income is not included in operating profit; the taxes, however, are 
on all sources of income. Further adjustment of the tax deductions would increase the profit ratios slightly. 

Investment includes common stock, preferred stock, funded debt, minority interests, capital surplus, 
earned surplus, and various reserves 

Compiled from financial statements reported in Moody’s Industrials. 


Source: Department of Agriculturt 
INDUSTRY EARNING STANDARD 


In authorizing the Defense Production Act of 1950 the Congress 
definitely laid down the requirement that price ceilings must be 
“cvenerally fair and equitable.”’ 

To carry out this directive, the OPS with the approval of the 
Economic Stablization Administrator issued the Industry Earnings 
Standard. While OPS has other standards, under which price relief 
is given, this is the principal OPS standard used for determining 
which price increases should be granted and which should be denie id. 
Moreover, the earnings standard is the only method companies can 
use to get price ceiling boosts because of increased labor costs. 

While OPS regulations permit businesses to “pass through” in- 
creased costs of steel, copper, and aluminum, as well as certain in- 
creased freight costs, there is no regulation permitting pass-throughs 
for higher labor costs. Therefore, the only recourse open to com- 
panies with increased wage bills is the indirect route established by 
the earnings standard. 

An industry is eligible for these price boosts if it can show that its 
earnings before taxes, based on net worth, are less than 85 percent 
of its average earnings in its best 3 years in the period from 1946 
through 1949. 

The Director of OPS set forth the agency’s policy with respect to 
granting relief for increased costs in the staan made before the 
House Banking and Currency Committee, on the extension of the 
Defense Production Act, on April 29, 1952. He said in part: 

Most requests for price increases, and thus most occasions for the application 
of the “industry earnings” standard, come when an industry has experienced cost 
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increases. Price stabilization would be a mockery if all cost increases were 
automatically passed on in the form of higher ceilings. If this were done, the 
spiral of higher wages, higher prices, higher parity, higher cost of living, higher 
wages, and so on, would operate unchecked. When steel or any other industry 
tells us it has incurred higher costs and needs a price increase, we find out whether 
these higher costs can reasonably be absorbed out of abnormally high profits. 
If they cannot, the price increase is permitted. But if absorption of the cost 
increase would still leave a fair return, or more than a fair return, the price 
increase is denied. This is reasonable; it is fair, and it is the way business itself 
normally operates. 

Cost increases cannot be absorbed without limit. The “industry earnings” 
standard is our limit on required absorption of cost increases. This standard 
protects a level of profits as high as those realized in a normal, prosperous, peace- 
time period, during which industry produced at a high level and expanded at a 
rapid rate. Profits that high are high enough to provide adequate incentive when 
the Nation is in danger. 

The standard is legally sound as an interpretation of the requirement embodied 
in the Defense Production Act that price ceilings be fair and equitable. Based on 
identical language in the wartime price-control legislation, OPA used an almost 
identical standard, and this standard was upheld by the courts time after time. 

Of course, no single rule can be devised which is uniformly equitable in all cases. 
The OPS earnings standard recognizes this by making special provision for those 
cases where its rigid application would be unfair or unreasonable. Thus, there 
are cases where an industry’s earnings during the 1946-49 base period were ab- 
normally low or otherwise unrepresentative, and for which the standard conse- 
quently makes special provision. 

In the past, it has sometimes taken OPS months to analyze the data 
accompanying an industry’s application, thus causing undue financial 
hardship to many firms. Recently, however, OPS announced a new 
procedure which should greatly simplify the man-hours previously re- 
quired of industry as well as OPS in its analysis determination. This 
is noteworthy in the face of OPS’s reduced staff, particularly in view 
of the possible acceleration in the number of industries requiring in- 
creased ceiling price as a result of recently authorized wage increases, 
price boosts for steel, copper, and aluminum as well as increases in 
freight rates generally. 


WHOLESALERS’ AND RETAILERS’ MARGINS 


Wholesalers and retailers selling agricultural products also reported 
lower profits both before and after taxes for 1951, according to the 
following figures furnished by the Federal Trade Commission. Eat- 
ing and drinking places and miscellaneous retail stores are the only 
two exceptions. 
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Percent of dollar sales 


Wholesalers’ profits 


| 

| | 

| Before taxes | After taxes 
} 

| 












































1950 1951 | 1950 1951 
Groceries and food specialties _ - Spas eee ee 1.4 | 1.1 0.8 | 
Farm-product goods for immediate consumption. - --- 1.9 1.7 1.2 | 
Dry goods and apparel we | 3.4 1.3 2.1 
Miscellaneous merchant wholesaler 3.2 3.2 1.9 | 
Retailers’ profits 
Before taxes After taxes 
1950 1951 | 1950 | 1951 
j 
or <a tin aarti ce 
Food 2.4 iF 1.3 
Apparel and accessories : 4.8 4.5 =F 
Eating and drinking places_---- 1.8 2.2 | 9 
General merchandise - 7.8 6.7 4.2 
Miscellaneous retail stores 3.2 3.5 2.1 


OPS MARGIN SURVEY 


For over 8 months, OPS with the help of BLS has been conducting a 
detailed food margin survey. Its objective has been to determine, 
insofar as possible, how adequately the presently authorized CPR 
mark-ups reflect the actual pre-Korea mark-ups. The present 
mark-ups used in the regulations are essentially those developed in 
the World War II survey of 1942. These were the only complete 
data available to OPS at that time. However, it should be made clear 
that OPS has made interim mark-up adjustments in numerous regu- 
lations. The study included all classes and sizes of wholesalers and 
retail groups for the period May—June 1950. 

For several weeks OPS has been analyzing this data in order to 
determine what changes, if any, should be made in the different cate- 
gories. 

Without going into details, nor into the ramifications of the survey 
data, it is sufficient to point out here that according to OPS, as far 
as an over-all distribution mark-up is concerned, no shift appears to 
have taken place. Over-all mark-up as used in this sense means the 
difference between the manufacturer’s or processor’s selling price and 
the price to the ultimate consumer. 

It appears from a preliminary analysis that some change occurred in 
the retail distribution area, particularly for the chains and super- 
markets. The facts indicate that their June 1950 margins were some- 
what above their traditional margins of 1942, which were the basis for 
the OPS regulations governing their present ceiling prices. From the 
survey, it appears that these large retailers were working on mark-ups 
more closely approaching those of the smaller distributors of food in the 
pre-Korea period. 

According to OPS, while there were a number of food categories 
that have shifted their mark-ups both by type of seller and by over-all 
category, nevertheless none of these changes could be considered as 
being beyond a normal shift in view of the difference of 10 years. 
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A number of existing CPR mark-ups by categories within class of 
wholesalers or groups of retailers are expected to be revised in light 
of the survey results as rapidly as OPS can complete their studies. 

In view of the margin shifts which occurred in some food categories 
during the 1942-50 period, your committee thought it essential to 
determine whether any significant shifts may have occurred in the 
1950-52 period. 

It was decided, therefore, that the committee staff should make an 
“on the spot’’ sample survey of actual prices at the wholesale and re- 
tail levels. This spot survey was conducted during August and early 
September and was confined principally to the eastern part of the 
United States due to limitations of funds. Five cities—namely, 
Canton, Ohio; Indianapolis, Ind.; New Haven, Conn.; Philadelphia, 
Pa.; and Wilmington, Del.—were visited in order to get a picture of 
the price conditions in the small, medium, and large cities. 

The items selected were limited to those in everyday use, such as 
cereals, coffee, flour, canned peaches, beans, tomatoes, corn, and some 
frozen items, such as peas. While any list of items might have served 
as well, these were the ones used in the spot check. When tabulated, 
the August-September cost and selling prices obtained were then 
compared to the prices used in the same stores for similar items com- 
piled in the OPS food survey mentioned above for the pre-Korean 
(May-June 1950) period. While the results of this survey are 
naturally fragmentary, and no definite conclusions can be reached, 
nevertheless this spot check does indicate that— 

1. Selling prices are higher at nearly all levels, both the whole- 
sale and retail, than during the pre-Korean period. This was 
indicated in two-thirds of the retail and 85 percent of the whole- 
sale operations. 

These general disclosures seem to confirm other findings, 
particularly with respect to the need for mark-up adjustments 
in some of the current OPS price regulations to permit retailers 
and wholesalers their pre-Korean levels. 

3. It would appear that profit margins are being squeezed in 
certain categories because of higher cost prices and higher operat- 
ing costs, whereas some of present OPS regulation mark-ups are 
based on the earlier OPA surveys. Margins were reported lower 
for both retailers and wholesalers in 55 percent of the establish- 
ments. 

BREAD PRICE SPREAD STUDY 


In July of this year Stanley W. Phillips, economic analyst, Depart- 
ment of Agriculture, prepared An Analysis of Price Spread for White 
Bread. This artic le, which has been included in the appendix, 
beginning on page 106, deals with all phases of the costs that go into 
the farm production, processing, and distribution expense for markets 
ing a loaf of white bread. 

Moreover, it deals with the factors responsible for price increases 
such as transportation, milling cost increases, and the baking and 
distribution cost increases, including the margins and profits realized 
at each level. This analysis clearly points up some of the typical 
reasons for the increased costs which are obviously reflected in the 
steadily higher retail prices for many consumer commodities. 
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This is the sort of study and analysis that is being carried on con- 
tinuously throughout various bureaus in the Departme nt of Agricul- 


ture with respect to a wide range of essential food and other farm 
products, including livestock. 


DrrensE Propuction Acr AMENDMENTS 


In extending the Defense Production Act in 1951 and 1952, the 
Congress incorporated certain amendments, including the following, 
which may have an important bearing on consumers’ prices and the 
cost of living in the future: 

Section 101 


No restriction, quota, or other limitation shall be placed upon the quantity of 
livestock which may be slaughtered or handled by any processor (amendment, 
1951). 


Nor shall any restriction or other limitation be established or maintained upon 
the species, type, or grade of livestock killed by any slaughterer, nor upon the 
types of slaughtering operations, including religious rituals, employed by any 
slaughterer; nor shall any requirements or regulations be established or maintained 
relating to the allocation or distribution of meat or meat products unless, and for 
the period for which, the Secretary of Agriculture shall have determined and 
certified to the President that the over-all supply of meat and meat products is 
inadequate to meet the civilian or military needs therefor: Provided, That nothing 
in this Act shall be construed to prohibit the President from requiring the grading 
and grade marking of meat and meat products (1952). 

These amendments could affect the price of meat in the event of 
short supplies. Short supplies usually tend to move to the highest 
bidders—slaughterers, processors, retailers, and consumers—whether 
or not prices bid are legal ceiling prices or illegal black market prices. 
Since meat supplies have been adequate the enactment of these 
amendments have had little or no effect on the cost of living. 

Section 402 (d) (3) 
No ceiling shall be established or maintained for any agricultural commodity 


below 90 per centum of the price received (by grade) by producers on May 19, 
1951, as determined by the Secretary of heneeiae (1951). 


This amendment raised the legal minimum prices at which ceilings 
could be established for some agricultural commodities. Formerly 
ceiling prices could not be set below parity or the highest price re- 
ceived during May 24—June 24, 1950, whichever was higher. The 
May 19, 1951, price was above either of these for many important 
agricultural commodities, including cotton, beef cattle, lambs, and 
calves. Higher prices for agricultural commodities must be trans- 
lated into higher prices for processed foods and other products de- 
rived from agricultural commodities. For commodities such as beef 
cattle with May 19, 1951 prices well above parity, OPS had to permit 
processors and retailers higher ceiling prices. Nevertheless, unless 
agricultural prices move significantly upward i in the future, the amend- 
ment will have no further effect on consumers’ prices. 


Section 402 (d) (3) 


No ceiling prices to producers for milk or butterfat used for manufacturing 
dairy products shall be issued until and unless the Secretary of Agriculture shall 
determine that such prices are reasonable in view of the price of feeds, the avail- 
able supplies of feeds, and other economic conditions which affect the supply 
and demand for dairy products, and will insure a sufficient quantity of dairy 
products and be in the public interest. The prices so determined shall be 
adjusted by him for use, grade, quality, location, and season of the year (1951). 
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Where a State regulatory body is authorized to establish minimum and/or 
maximum prices for sales of fluid milk, ceiling prices established for such sales 
under this title shall (1) not be less than the minimum prices, or (2) be equal to 
the maximum prices, established by such regulatory body, as the case may be: 
And provided further, That in the case of prices of milk established by any State 
regulatory body, with respect to which price, parties may be deemed to con- 
tract, no ceiling price may be maintained under this title which is less than the 
price so established (1952). 

These amendments restrict the authority of OPS to stabilize milk 
prices for consumers. Milk is one of the most important food items— 
about 4 percent of the cost of living and 11 percent of all food items— 
and retail milk prices, at their record high, are likely to continue up- 
ward for some months, according to OPS and the Department of 
Agriculture. 

Section 402 (d) (3) 

No ceiling shall be established or maintained under this title for fruits or 

vegetables in fresh or processed form (1952). 


Fruits and vegetables account for about 21 percent of the family 
food bill and 7 percent of all goods and services entering the cost of 
living. With the exception of potatoes, no fresh fruits and vegetables 
have been under OPS ceilings. Ceiling prices for fresh fruits and 
vegetables involve intricate problems ranging from seasonal variation 
in price and supply through administrative difficulties of enforcement. 
Supplies of fresh fruits, other than peaches, are reported to be some- 
what smaller this year than in 1951. It is expected that the total 
supply of fresh vegetables will be unchanged. 

The elimination of controls over processed fruits and vegetables 
could raise the family food bill in the future. The packs of canned 
green beans, peas, and spinach will be somewhat less than a year ago. 
But the carry-over of canned fruits and vegetables will permit per 
capita consumption to remain about the same. Consumers’ prices 
for these foods are apt to rise, at least to compensate for higher trans- 
portation and wage rates. 

Between April and August, retail prices for fresh fruits and vege- 
tables remained about 25 percent higher than in 1951 and wholesale 
prices have ranged from 25 to 40 percent, each month, higher than 
in 1951. During the same period, prices for canned fruits and vege- 
tables were slightly below those of 1951 with a rising trend in July 
and August. 


Section 402 (d) (4) 


After the enactment of this paragraph no ceiling price on any material (other 
than an agricultural commodity) or on any service shall become effective which is 
below the lower of (A) the price prevailing just before the date of issuance of the 
regulation or order establishing such ceiling price, or (B) the price prevailing dur- 
ing the period January 25, 1951, to February 24, 1951, inclusive. Nothing in 
this paragraph shall prohibit the establishment or maintenance of a ceiling price 
with respect to any material (other than an agricultural commodity) or service 
which (1) is based upon the highest price between January 1, 1950, and June 24, 
1950, inclusive, if such ceiling price reflects adjustments for increases or decreases 
in costs occurring subsequent to the date on which such highest price was received 
and prior to July 26, 1951, or (2) is established under a regulation issued prior to 
the enactment of this paragraph. Upon application and a proper showing of his 
prices and costs by any person subject to a ceiling price, the President shall adjust 
such ceiling price in the manner prescribed in clause (1) of the preceding sentence. 
For the purposes of this paragraph the term ‘‘costs” includes material, indirect 
and direct labor, factory, selling, advertising, office, and all other production, dis- 
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tribution, transportation and administration costs, except such as the President 
may determine to be unreasonable and excessive (amendment, 1951). 

he provisions of this paragraph shall not apply in the case of a seller of a 
material at retail or wholesale within the meaning of subsection (k) of this section 
(1952). 


This amendment permits adjustments for increases or decreases in 
manufacturers and processors total costs including overhead—rather 
than material and factory labor costs—up to July 26, 1951. To date, 
over 2,300 companies have filed better than 8,200 applications for 
higher ceilings on individual product lines. Since any such ceiling 
increases do not apply to consumers’ prices directly, there i is no way 
of measuring or estimating the effect of resulting price increases at 
the retail level. One exception is automobiles for which increases in 
manufacturers’ prices were accompanied by pass-throughs for retail 
dealers, raising the retail price about 4.6 percent on the average. 
Section 402 (e) (it) 


Saeeunte from price controls ‘“‘wages, salaries, and other compensation paid to 
physicians employed in a professional capacity by licensed hospitals, clinies, and 
like medical institutions for the care of the sick or disabled; wages, salaries, and 
other compensation paid to attorneys licensed to practice law employed in a 
professional capacity by an attorney or firm of attorneys engaged in the practice of 
his or their profession (1951). 


Section 402 (e) (vii) 


Prices charged and wages paid for services performed by barbers and beauti- 
cians (1951). 


Section 402 (e) (x) 
Prices charged and wages paid by bowling alleys (1952). 


Exemptions of these services from OPS controls have contributed 
somewhat to past increases in the cost of living. Prices for such 
services have risen slowly for many months and are apt to continue 
upward in the future. For example, between September 1951 and 
June 1952, charges for group hospitalization rose 16 percent; hospital 
rates 9.4 percent; general practitioners’ fees 4 percent; and barbers’ 
fees 8.4 percent. 


Section 402 (e) (v) 


Rates and charges by any common carrier or other public utility, including 
rates charged by any person subject to the Shipping Act, 1916 (Public Law 260, 
Sixty-fourth Congress), as amended, and including compensation for the use by 
others of a common carrier’s cars or other transportation equipment, charges for 
the use of washroom and toilet facilities in terminals and stations, and charges for 
repairing cars or other transportation equipment owned by others: charges for 
the use of parking facilities operated by common carriers in ‘connection with their 
common carrier operations; and (2) charges paid by common carriers for the 
performance of a part of their transportation services to the public, including the 
use of cars or other transportation equipment owned by a person other than a 
common carrier, protective service against heat or cold to property transported 
or to be transported, and pick-up and delivery and local transfer services: Provided, 
That no common carrier or other public utility shall at any time after the President 
shall have issued any stabilization regulations and orders under subsection (b) 
make any increase in its charges for property or services sold by it for resale to 
the public, for which application is filed after the date of issuance of such stabiliza- 
tion regulations and orders, before the Federal, State, or municipal authority, if 
any, having jurisdiction to consider such increase, unless 1t first gives thirty days’ 
notice to the President, or such agency as he may designate, and consents to 
timely intervention by such agency before the Federal, State, or municipal 
authority, if any, having jurisdiction to consider such increase: And provided 
further, That the Office of Price Stabilization shall not intervene in any case 
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involving increases in rates or charges proposed by any common carrier or other 
public utility except as provided in the preceding proviso (1952). 


Higher transportation charges permitted by this amendment place 
upward price pressures on commodities and services throughout the 
economy, at all levels of distribution. Here again the total effect on 
the cost of living is immeasurable because of difficulty in tracing the 
impact of variations in such charges through the marketing structure. 
Section 402 (k) 

No rule, regulation, order, or amendment thereto shall hereafter be issued under 
this title, which shall deny to seal:rs of materials at retail or wholesale their cus- 
tomary percentage margins over costs of the materials during the period May 24, 
1950, to June 24, 1950, or on such other nearest representative date determined 
under section 402 (c), as shown by their records during such period, except as to 
any one specific item of a line of material sold by such sellers which is in short 
supply as evidenced by specific government action to encourage production of the 
item in question. No such exception shall reduce such customary margins of 
sellers at retail or wholesale beyond the amount found by the President, in writ- 
ing, to be generally equitable and proportionate in relation to the general reduc- 
tions in the customary margins of all other classes of persons concerned in the 
production and distribution of the excepted item of material. (Amendment 1951.) 

No rule, regulations, order, or amendment thereto shall be issued or remain in 
effect under this title, which shall deny sellers of materials at retail or wholesale 
their customary percentage margins over costs of the materials or their customary 
charges during the period May 24, 1950, to June 24, 1950, or on such other nearest 
representative date determined under section 402 (c), as shown by their records 
during such period, except as to any one specific item of a line of material sold by 
such sellers which is in short supply as evidenced by specific government action 
to encourage production of the item in question: Provided, however, That if the 
antitrust laws of any State have been construed to prohibit adherence by sellers 
of materials at wholesale or retail to uniform suggested retail resale prices, the 
President shall issue regulations giving full consideration to the customary per- 
centage margins of such sellers during the period hereinbefore set forth (1952). 


While the original amendment guaranteed wholesalers and retailers 
their pre-Korean margins, it had no effect on ceilings and —— 
established prior to its enactment. The elimination of “hereafter” in 
1952 makes the provision applicable to all OPS regulations issued pre- 
viously, and permits many increases in wholesale and in retail con- 
sumers’ prices wherever individual ceilings do not reflect. pre-Korean 
margins. 
Section 402 (1) 

No rule, regulation, order, or amendment thereto issued under this title shall 
fix a ceiling on the price paid or received on the sale or delivery of any material 
in any State below the minimum sales price of such material fixed by the State law 
(other than any so-called ‘‘fair trade law’’) now in effect, or by regulation issued 
pursuant to such law (1952). 

This amendment, in effect, removes from OPS any jurisdiction over 
the fairness of prices fixed by State minimum price laws 
Section 402 (n) 

Notwithstanding any other provision of this Act, whenever price ceilings are 
declared in effect on any agricultural commodity at the farm level, the Director 

f Price Stabilization must at the same time put into effect margin controls on 
processors, wholesalers, and retailers, such margin controls to allow the processors, 
wholesalers, and retailers the normal mark-ups as provided under this Act, except 
that under no circumstances are the sellers to be allowed greater than their normal 
margins of profit. 

This amendment provides that whenever price ceilings are imposed 
on any agricultural commodity at the farm level, margin controls 
simultaneously will have to be imposed on processors, wholesalers and 
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retailers allowing them normal mark-ups as provided in the act, but 
not greater than their normal margins of profit. The amendment 
would also require that ceiling prices at the processor, wholesaler and 
retailer level be lowered whenever the prices at the farm decline. Sena- 
tor Williams, author of the amendment, explained that the purpose of 
the amendment is to assure the farmer of a fair share of the consumer 
dollar and to give to the consumer the benefit of low prices at the farm 
(Congressional Record, June 11, 1952, pp. 7034-7035). 

Section 412 

It is hereby declared to be the policy of the Congress that the President shall 
use the price, wage, and other powers conferred by this Act, as amended, to pro- 
mote the earliest practicable balance between production and the demand therefor 
of materials and services, and that the general control of wages and prices shall be 
terminated as rapidly as possible consistent with the policies and purposes set 
forth in this Act; and that pending such termination, in order to avoid burdensome 
and unnecessary reporting and record keeping which retard rather than assist 
in the achievement of the purposes of this Act, price or wage regulations and orders, 
or both, shall be suspended in the case of any material or service or type of em- 
ployment where sue factors as condition of supply, existence of below ceiling 
prices, historical volatility of prices, wage pressures and wage relationships, or 
relative importance in relation to business costs or living costs will permit, and to 
the extent that such action will be consistent with the avoidance*of a cumulative 
and dangerous unstabilizing effect. It is further the policy of the Congress that 
when the President finds that the termination of the suspension and the restora- 
tion of ceilings on the sales or charges for such material or service, or the further 
stabilization of such wages, salaries, and other compensation, or both, is necessary 
in order to effectuate the purposes of this Act, he shall by regulation or order 
terminate the suspension. 

This is a declaration of congressional policy to the effect that wage 
and price control shall be terminated as rapidly as possible consistent 
with the policies and purposes set forth in the act, and that price and 
wage regulations on materials, services, and types of employment 
where relevant factors permit shall be suspended in order to avoid 
burdensome and unnecessary reporting and record keeping. It is 
further stated to be a policy of Congress that ceilings be restored when 
the President finds such restoration necessary to effectuate the pur- 
poses of the act. 

While the combined effect, if any, of the above amendments on 
consumers’ prices and the cost of living would be very difficult to 
measure, it seems fair to assume that they could encourage upward 
price movements in various areas of consumers’ goods and services, 
if and when the demand increases. Moreover, in the event that any 
new wave of demand should arise, the Government might be hard- 
pressed to prevent serious price advances in these categories. 
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Bureau of Labor Statistics wholesale price index—Control status of individual 


commodities as of Aug. 30, 1952, showing base value weights 
[Millions of dollars] 





| | | j | 
Goel Group Total E-A |E-OPS! 8 | SCP CP | C 
. “i | 
i } | 
01 | Farm products . $30, O88. 7 $2, 488. 8 $6, 276. 0 $2, 656. 2 $10, 197. 2 | $8, 470.5 
02 | Processed foods + 81,807.3) 1, 156.4) 2,308.9 ee Bicnc dks \$680. 0) 27, 119.9 
03 | Textiles and apparel ] coal By Oe Cle oas 309.0) 9,373. 2)......- ; | 10, O88. 5 
04 | Hides, skins, and leather : 4, 235. 2)... (O16 ....i...15.. eae | 
05 | Fuel, nower, lighting ..---| 17, 555.8) 4, 498. 9 oe Sau sad | 13, 056.9 
06 | Cherricals and products --| 10,754.2) 149.8) 146.9) 465.8 cieee Pree es ty 
07 | Rubber and rubber products --| 3, 185.1 3 ce a a. on---} 3, 185.1 
08 | Lumber and wood nroducts ; 5, 363.3 | | 5,363.3 
09 | Puln, paper, and allied products 6, 961.0 a) i d fies 6, 961.0 
10 | Metais and metal products 23, 814.4 | --.--| 23, 798.3 
11 Machinery 28, 687.3 28, 687.3 
12 | Furnitvre and other household 
durables 7, 862.0) _- 1 OS GS Si... ~.-~1 35... 6, 028. 6 
13 | Nonmetallic minerals 2, 789. 8 . dooslecuacey? a COee 
14 Tobacco manufactures and bottled | 
beverages 4, 776. 6) _. ; 1 Wie Oi. .odeewebawees 3, 656. 2 
15 Miscellaneous 6, 095. 6) _. 653. 8 ; |; §, 441.8 
00 Allcommodities 203, 747.0) 8, 293.9) 9, 847. 5)17, 705.8) 10, 197. 2) 680. 0/157, 022. 6 
1 2, 193.3 . agaat > 
Grand total 205, 940.3} _. 
Relative importance percent 100. 0 4.1 4.8 8.7 5.0 0.3 77.1 


1 Add to all commodities other than farm products and processed foods 
Key 
the Defense Production Act. 


F-A=Exempted by 
i by action of Office of Price Stabilization 


E-OPS=Exempts 
S= Suspended. 
SC P=Subjeet to control under the parity-adjustment provision. 
C P=Commoudities controlled under the parity-adjustment provision 
C=Controlled 


r 


Source: Office of Price Stabilization. 


Consumers’ Price Index for moderate-income families, large cities combined, for 
specified dates, by groups 


[1935-39= 100] 


> sas Aug. 15, | July 15, | Aug. 15, | Jan. 15, | June 15, | Jan. 15, 
= 1952 1952 1951 1951 1950 1950 
All items 191.1 190.8 185. 5 181.5 170. 2 168. 2 





234. § 221. ¢ 





























2 
3 
3 f 
8 ) 310.1 300.9 268. 6 242.3 
237. 0 LS 224 
200. 8 3 
197.8 .4 
339. 8 1 
8 213.8 3 
217.2 La 
ve ble 242.3 3. 2 
265. 3 283. 0 
i fe 162. 6 162. 4 
241.4 238. 9 248. 5 253. 4 | 222. 9 223. 9 
90.8 9.1 98.0 100. 2 () (?) 
346. 6 346.4 345. 2 340. 6 296. 5 | 299. 5 
ils 141.4 140. 6 162.7 | 171.5 140. 1 135, 2 
Sugar and sweets 189. 9 188. 9 


188. 3 185. 6 | 174.3 178.9 


See footnotes at end of t 
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l Consumers’ Price Index for moderate-income families, large cities combined, for 
specified dates, by groups—Continued 


[1935-39= 100] 


) Aug. 15, | July 15, | Aug. 15, | Jan. 15, | June 15, | Jan. 15, 
Vroup 1952 1952 1951 1951 1950 | 1950 
0.5 Apparel : 201.1 201.4 203. 6 198. 5 | 184. 6 185.0 
9.9 Rent ; 142.3 141.9 136. 8 133. 2 130.9 129.4 
RS Se | Ss | ees | se | ee ee 
3.7 | Fuel, electricity, and refrigeration 147.3 146.4 144.2 143.3 139. 1 140.0 
6.9 - - _|—_______|__ — — 
1.7 Gas and electricity 99.0 98.3 97.3 97.2 96.8 | 06. 7 
5.1 Other fuels 209. 0 208. 4 204. 2 202. 3 189.0 | 193. 1 
3.3 Ice 164. 2 162. 1 157.8 152.0 147.0 145. 5 
1.0 ——_————.-— | = 
8.3 Housefurnishings 204. 2 204. 2 210.8 | 207.4 184.8 | 184. 7 
7.3 Miscellaneous ? 173.2 173.0 165. 4 162.1 154.6 155 
8.6 - 
08 1 December 1950= 100. 
2 Includes medical care, drugs, household operation, recreation, alcoholic beverages, tobacco products, 
,.2 personal care, transportation, ete. 
1.8 
2.6 Consumers’ Price Index ' for moderate-income families in large cities, Aug. 15, 1952 
= [1935-39 = 100] 
1 Fuel, 
: All 
electric,, House- Miscel- 
. City All Food Ap- Rent ind /furnish- lane- | ‘ems 
items parel eal ie - old 
reirig- ings ous . . 
series 
eration 
United States average 191.1 235. 5 201.1 142. 3 147.3 204. 2 173.2 192.3 
Atlanta, Ga 198. 4 238. 0 214.2 153. 0 159.3 212. 7 183. 3 197.7 
Birmingham, Ala 198. 5 230.8 212.7 207.4 137.8 195. 5 171.1 201.1 
Boston, Mass 183. 0 225. 5 185. 1 166. 3 193. 0 166. 5 185. 2 
Chicago, Hl ; 196. 7 241.8 203. 5 138. 7 194.0 176. 5 198. 9 
Cincinnati, Ohio 190.9 239. 7 199. 2 154. 6 187.3 72.9 192. 4 
Cleveland, Ohio 194. 2 245. 5 200. 3 153. 3 153. 6 183.9 169. 1 195. 4 
or Detroit, Mich 194. 2 235. 3 195. 7 55. 7 219. 2 187. 5 195. 4 
Houston, Tex 196. 0 242. 8 216.8 173.0 103. 1 202. 9 72.9 195.3 
Los Angeles, Calif 192.0 235.3 195. 2 169. 3 100. 9 200. 5 172.0 189. 6 
Milwaukee, Wis 199. 2 240.1 202. 7 178.0 152.4 217.1 170.9 199. 6 
New Orleans, La 192.7 248. 7 207.7 144.3 112.0 205. 6 153. 9 194.7 
New York, N. Y 185. 7 232. 5 204. 0 150.0 193. 8 173.1 186. 2 
Norfolk, Va 195. 7 244.0 190.8 163. 4 162. 0 201.3 170. 5 195. 6 
, Philadelphia, Pa 191.2 235. 4 194. 5 32.7 150. 5 210.5 174.0 192. 5 
Pittsburgh, Pa 192.9 240.9 226.5 |. 149. 6 206. 2 169. 6 195. 4 
Scranton, Pa 189. 4 237.7 211.3 126. 1 160.3 181.6 161.1 193. 2 
9 Seattle, Wash 195. 9 239. 0 201.6 163. 7 129.3 206. 3 178.9 193. 8 
< Washington, D. ¢ 187.4 233. 1 220. 2 128. 2 156. 0 212.3 175. 4 188. f 
0 
0 i PERCENT CHANGE IN UNITED STATES AVERAGE rO AUG, 15, 1952, FROM 
4 SPECIFIED DATES 
Gq 
3 
3 July 15 to Aug. 15, 1952 0.2 0.3 —0.1 0.3 0.6 0 0.1 0.1 
3 Aug. 15, 1951, to Aug. 15, 1952 3.0 3.7 —1.2 4.0 2.1 —3. 1 1.7 3.6 
Q Jan. 15, 1951, to Aug. 15, 1952 5.3 6.1 1.3 6.8 2.8 —1.5 6.8 5.9 
9 June 15, 1950, to Aug. 15, 1952 12.3 16.0 8.9 8.7 5.9 10.5 12.0 13.0 
2 Jan. 15, 1950, to Aug. 15, 1952 13.6 20. 2 8.7 10.0 5.2 10.6 LF 15.2 
3 
8 
2 1 Beginning with the indexes for January 1950, the Consumers’ Price Index has been adjusted to incor- 
3 porate certain improvements. In addition, indexes for all items and rent have been adjusted to incorporate 
9 the correction for the new unit bias in rents back to 1940. For a complete description of the adjustment 
see Monthly Labor Review, April 1951. The indexes and percent changes in this release are based on the 
5 adjusted series, except where “‘Old Series’’ is specified. 
2 2 See footnote 2 on preceding table, 
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Consumers’ price index—control status of items showing percent relative importance 
October 7, 1952 





SUMMARY TABLE Relative 
importance 
Group in the CPI 

Consumers’ Price Index (CPI) items exempt from OPS control by the 

Defense Production Act, as amended_...............-.-----.-....- 35. 40 
CPI items exempt by Seen OT ck ene ia ok ae 
Cer RONEN. «i pisces ng le pth en a oak Coca acu 4. 71 
CPI items under OPS ceilings, but re to parity pass-through -_ __-__ 14. 66 
Ce DAm ae Aree WI nea SS on eciweaeectdeebaluass 42. 63 
eI c: eset alptiem cssnn clap Sisbietite oh a als Sauipe Sending sail a ceils Heh cies oleae kee 100. 00 


Consumers’ Price Index items exempt from OPS control by the Defense Production 
Act, as amended September 1952 


FOOD MISCELLANEOUS Piiedes 
of total 
Fruits and vegetables: lead Transportation: CPI 
Frozen foods: CPI Auto insurance.____.._._- 0. 66 
Frozen strawberries..._. 0. 07 Streetcar fares__.__..___- 2. 90 
Frozen orange juice_... .04  onbnwtuced tae . 35 
Frozen peas-----..---- .12 Rafiroad fares.............  .65 
Fresh fruits and vegetables: Medical care: 
Fresh fruits: Physicians: 
nad wennuns . 28 Office visit........... . 60 
Bananas - - - - _---- . 47 House visit _..--.----- . 51 
OPONMNGs oo. a . 67 Obstetrical care --____-- .19 
Fresh vegetables: Surgeons: appendectomy__.__. 12 
Beans, green...... .23 Specialist: tonsillectomy_.... 12 
CS ones . 23 Dentist: 
SS tics tn sheeties . 33 saree . 78 
Ree 59 RM io ee EE 
A io cee wona 28 Group hospitalization. ____- . 93 
Potatoes... ......- 1. 01 Prescriptions..............  .84 
Sweet potatoes... . 15| Heusehold operations: 
Tomatoes. ---..-- . 69 Domestic service. __.__---- 1. 12 
Canned fruits and vege- Tin cucen zeae . 65 
tables: Wee Gent... ccnin ts . 24 
Canned fruits: Ee SRS Ty ia nico 
ASE .33 Recreation: 
Pineapple - - - - ---- . 23 Motion picture, adults ____- 2. 14 
Canned vegetables: Newspaper. ........-.-..- 1. 40 
es eke . 36 


Personal care: 






Tomatoes - - - ---- - - 47 Barber shop service: men’s 
Peas_-----.-----. - 26 SS . 62 
Baby food--_----- . 22 Beauty shop service: wom- 
Dried fruits and vege- en’s plain shampoo and 
tables: OM ee eae 26 
Dried fruits, prunes. _—. 08 Beauty shop service: wom- 
Dried vegetables, en’s permanent wave.-... 16 








navy beans----- 13 





ghia 5 SO ee ee ee eee 
eon ee gh, Seta 











FUEL, ELECTRICITY, AND 
REFRIGERATION 
Electricity 

Gas: 
Space heating----------- . 26 
Other than heating - -. ; . 60 
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Consumer Price Index items exempt by action of Office of Price Stabilization 
FOODS MISCELLANEOUS 


i 0. 67| Transportation: Auto license, 





Aa age ee gh esas noe . 68] fees, and registration......... 0. 24 
Medical care: 
FUEL, ELECTRICITY, AND Hospitals: 
REFRIGERATION Men’s pay ward_------ . 27 
Ice_- a fSoel uae sieess . 20 No nsw onesie . 32 
Optometrist: Eyeglasses 
COS = dantiinnk veda . 22 
Re tie E nisain ot elligkedan 2. 60 
Consumer Price Index items suspended by Office of Price Stabilization, September 
1952 
NG & oor ine ee oe RECREATION 
HOUSEFURNISHINGS Television, radio, table model__ 1. 00 
Rue, ASIN. gst ss.. «89 APPAREL 
Pe ih SS OPE nae By | RR heaters 0. 18 
Bedsprings er eee aa ee bith py . 16 2 eee . 07 
Ge at (eT e RONE. oe ee . 64 
PER SONGS. oo. oe cee 1. 89 
EROS as oe eee 4. 71 
Consumer Price Index items under OPS price ceilings, but subject to parity pass- 
through 
FOOD 
‘of tated Dairy products—Continued of tote 
Cereals and bakery products: CPI Milk: CPI 
Sagur, Were > oS oe 0. 58 Fresh, delivered___.... 2.24 
J” RE ee eipareepe . 15 Fresh, grocery - _-_---- 1. 68 
Corn meal (stone ground is Evaporated__-_.___---- . 31 
eg so Se St . 04 pO et er 1. 81 
Bread, white_......__._.... 2.13] Poultry: 
Vanilla cookies______ ica” eae Chickens, frying: 
Layer cake and jelly roll... . 56 New York dressed__- a 1. 87 
TE ce ee Dressed and drawn --_.- sas 
Beverages: Cola drinks_....__..__ .62|Sugar and sweets: Grape jelly... . 28 
Dairy products: 
SR ee ee, WOUNS oa 5 3500544 imate) eee 
eee. io ee aay) ae 
Ice cream..._.....- ae . 54 
Consumer Price Index items under OPS control 
FOOD Pitdeied Froop—continued 
Meats: of total Percent 
Beef: CPI of tatal 
Chuck roast.......... 0. 70) Fats and oils: CPI 
Round steak------_- a ee ROGG cnc ac~ acer.” Ge 
Fn 60h. ccc Shortening, hydrogenated _ - . 36 
Frankfurters-_---- _--- 1.01 Salad dressing - - - - ncaa . 24 
Hamburger........... LL Margarine, colored or un- 
Li i eee . 38 colored __-__ - Se aeck . 21 
Pork: 
CB ois a . 102 APPAREL 
Bacon, sliced _ _ _ _ _- .49| Wool: 
Ham, whole _ - ; . 63 Men’s: 
Salt pork_- --- . 09 Overcoats -_ - seniwhcieas a 
7 ee eee . 87 Topcoats___- 53) Jaen 
Other: Ss es, ee 
Bcd oop eee Ee ‘ . O07 PS te weer . 21 
Canned salmon, pink.___-. .35 Sweaters ae . 08 


RN 6 5 cuduien ee eae. ae 
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Consumer Price Index items under OPS control—Continued 


APPAREL—continued 


W ool—Continued 
Women’s: 


Coats, heavy fur-trimmed. 


Coats, sport, 


heavy. 
Coats, light 


Suits__ 
Dresses 
Girls’: Coats __- 
Boys’: 
Suits 
Slacks 
Mackinaws 
Cotton: 
Men’s 


pane. 
Trousers 
Overalls, denim 
Shirts: 
Work 
Business - - 
Pajamas - - - - - 
Snore... ... 
Undershirts_ __ 
Unionsuits___ 
Gloves, work 
Women’s: 
Dresses, street _ - 
Housedresses _ - 
Nightgowns _ - - 
Gloves. 5 
Girls’: 
Dresses _ _ 
SOO c. sat es = al 
rentios.. 2 
Boys’: 
Jeans, blue denim_- - __- 
Shirt: 
CON tes ce eae 
Pee. 2 
Shorts, knit___ eo 
WArG MOUS. onc cn kcnauke 
Diapers - - - - - - 
Silk, rayon, and nylon: 
Men’s 
Suits, rayon tropical -- 
Women’s: 
Blouse, rayon -_--- 
Dresses - - _ _ 
Slips cinerea 
Nightgowns - ee 
Panties. _ _ 
Yard goods-_-_- 


1 Less than 0.005 percent. 


Percent 
of total 
CPI 


0. 27 
. 49 
. 31 
. 60 

13 
19 


. 05 
. 03 


. 10) 


. O1 
. 07 
. 10 


«El 
27 
. 07 
«me 
. 06 
. 04 
. 07 


. 22 
s 
. 04 
. 05 


. 22 
. 03 
. 04 


‘ae 


. 07 
. 03 
. 04 
. 15 
15 


. 07 


. 18 
. 66 
. 22 
. 13 
30 
. 09 





APPAREL—continued 


Other garments: 
Men’s: 
Hat, nS aE ee 
Jacket, horsehide_____ 
Women’s 
Coat, ee he 
Gloves, capeskin 
Girdles__- . 


SERVICES 


Laundry services 
Men’s: 

Dry cleaning------ 

Shoe repair 

Women’s: 


Shoe repair - - - - - 
ALCOHOLIC BEVERAGES 
AND TOBACCO 
ae 
Pipe tobacco 
Beer 


FUEL 


Anthracite, Pennsylvania__-_-_- - -- 
Bituminous coal___- -_-- 


MN a ace 
NN a 
EE LILIES 
aN oe Sra baat ol ac Sea 
Wood and sawdust____._.__-_-- 
I oo oie aa ws cence Roreniaieds 
RI inno so kam aol eel 
HOUSEFURNISHINGS 

Wee cee RN 
ee ais isic a aac ere ee 
SN Ss rice cddcornes 
PND 3 Foes sts ee aceee eat 
Rugs: 

is 

WT. ehhh we BS oa 
Living room suite. -.....------ 
Dinette suite: 

RI eo ite re Ee aa nae 

Cee .......«., VE aoanodeh 
Bedroom suite... .22c.. 2s... 
Sewing machines, electric____.-- 


Source: Based on data from the Bureau of Labor Statistics. 





Percent 
of total 


CPI 


0. 12 
.14 


. 30 


. 03 
. 39 


1. 07 
1. 03 


. 25 
.18 


2. 04 
1. 76 
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oe WA Nee ee 
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Consumer Price Index items under OPS control—Continued 





[Percent | »>ERSONAL C : AND ISE- 
HOUSEFURNISHINGS—CON. of total | — os : een — - Percent 
CPI | HOLD OPERATIONS—Con. of total 
Toaster,,@lettfica. =. .-2.5-.-.. Os ; 
Vv , ' 99 | Face powder- re Sige 
acuum cleaners, electric- ae tes 29 
Refri : >= | Sanitary napkins- -- sa aes ae 
efrigerators, electric : . 85) Sance tl 7 , 
Shown. cook 96 | tazor b can ~~ Lae ae 
Seteneod eae “~~ * $5 | Home permanent refill_........ .03 
Jinnerware, 53-piece set _ - - —- « 22 | mn: “e oF 
: ; | Toilet tissue _ : Pree . 29 
Pan, aluminum _- + . 16] ; : 
B Laundry soap: 
room - . 04) Bar 25 
Washing machines, electric . 76] ara 4 
. 8 “ : oT Granulated ; . 37 
| 
| 
MEDICINE AND DRUGS 
AERIS, SO DES TRANSPORTATION AND 
Aspirin ____- Sea 06 | RECREATION 
oe om © ee ne at : 03 | OI cs 8 D8 3. 29 
incture of iodine.-..--.------ 08] .... 24 
Milk of magnesia__----.-------- tition... " 86 
EE a ee SRL Bee ee 1. 80 
PERSONAL CARE AND HOUSE- ke oe at 
HOLD OPERATIONS Auto repai Ss H6 
Toilet soap... o2e8>. a o= = G4) 
Toothpaste . ~ . 31 WORE wen vownsasdacner 42. 63 


CuHartT 33 


PER BU.* —|- 
/ 


re. C.pricey 


CEILING 


Yy 
N 


\ 
{¥ Uy 


jj 


1940 1945 1950 1955 


BY MONTHS, YEAR BEGINNING JULY * NO. 2 HARD WINTER WHEAT AT KANSAS CITY 


U.S. DEPARTMENT OF AGRICULTURE NEG. 43311-XX BUREAU OF AGRICULTURAL ECONOMICS 
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CORN PRICES AND LOAN RATES 


PER BU. 


U4 
WOU 


COTTON PRICES AND LOAN RATES 


¢ PER LB. 
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CuHartT 36 


FLUE-CURED TOBACCO 


MIL. LBS. 
3,200 


2,400 


1,600 


800 | 


OOo 


DOMESTIC! : 


0 a 
1930 1940 1950 1920 1930 1940 195 


| YEAR BEGINNING JULY 


RTMENT OF AGRICULTURE NEG. 46071A-XX BUREAU OF A 





The market basket: Retail cost of 1935-39 average annual purchases of farm food 
products by a family of 3 average consumers, farm value of equivalent quantities 


sold by producers, marketing charges, and farmer’s share of the consumer’s food 
dollar, 1913-52 
Year and month Retail Farm Marketing| Farmer’s 
cost value # charges share 
Percent 

1913-15 average $267 $121 $146 45 
1916 320 143 177 45 
j 1917 441 207 234 47 
1918 456 232 224 51 
1919 511 247 2ti4 48 
1920 567 244 323 43 
1921 427 170 257 40 
1922 408 162 246 40 
1923 413 itd 249 40 
1924 406 163 243 40 
1925-29 average 439 is 256 42 
1930 422 13 259 39 
19381 340 120 22 35 
1932 oS } 1v 32 
1933 977 ) 18¥ 32 
1934 312 106 198 34 
1935. _- 47 134 204 39 
1935 BO 141 1H 40 
1937 503 I 212 42 
1938 329 12 202 39 
1880 318 122 14 3R 
1935-39 averag 41 13 204 $0 
1940 319 127 192 40) 
1941 349 14 194 44 
1942... 109 195 21 iS 
1943 150 23 222 I 
aot $51 233 2%) 52 
1945 459 24h 229 a 
146 528 279 258 53 
1947 644 33 308 2 
148 690 350 340) 1 
1949...- 4 a 645 308 338 48 
ae 645 308 ST) 48 


See footnotes at end of table, p. 92. 


24521—52——-7 








92 


The market basket: Retail cost of 1985-39 average annual purchases of farm food 
products by a family of 3 average consumers, farm value of equivalent quantities 


sold by producers, marketing charges, and farmer’s share of the consumer’s food 
dollar, 1913-52—Continued 
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‘ Retail Farm Market F A 
Year and month cost ! value ? aunt are . 
Percent 
Ns nanan scsacs tev dcnuscupagccenpstedaaeeeudesnalind $722 $361 $361 50 
WIR oo nnd cnn os enc c pre cwodewscccecc sce dapeodupeodudelemecesesdeaale cbegdinmetibactedesestelunceasesces 
1950—January ..........--. : ep Ger din ashaniatelpeiente onan 615 288 327 47 
PORE Y «oi waqcersncgsdscnetdidbabe~baetadondhet 611 290 321 47 
Py vg hati dances ddieeattlons odin ts tahae Kcobtie 616 290 325 47 
DONS 66 dos ag phi wth th og enema dwata apa 621 294 326 47 
04 uk by adighkdb desta taduucdcukesakbacwneenel 634 2909 334 47 
i a oh da afl ners Ogden + nti clves laden ade eR 653 302 351 46 
ins Bte a adie ddincindntienwsinkeasagin Ciniiinta 71 314 357 47 
NE eth bcibe ie sadccncecienccemnhengieekibinn 662 317 345 48 
I iid a mains bdtaeei ee ie 658 321 337 49 
Sei netersiiipcinth tics Act cieirainichdiasngattans bigsateieaie a 657 317 339 48 
November... .-..- ne eennins some anaes aieieenins 659 323 335 49 
SP so sadindiesecsenannphatdieds aici 681 338 343 50 
OT FR ins tn ce desieta censucctncc-<caeiekaan 7 353 355 50 
February - ----- cbs abe inetcncana eesgulieieibaaceatmedls 7 371 355 51 
ie nacin cheenone Sues cimdagid eoakenenniios 724 367 356 51 
BBE cadiinccckecavestandedkdgbacitnmiascoaiabiae 718 362 356 50 
EN ig nit inna dtlomana aheiieduas toute deag ikaleee 723 359 364 50 
PU Sisahthntis aan needs cat tek diaandaen tte 724 355 369 49 
SR iaikseeeessense< emejuintaeis pecans scbinn ike 723 352 371 49 
DU itsatecssckmieccncaacsentcanbieesaaden 714 354 359 50 
DORR oot ed eared npicnien a Kids aeleebntian : 
i stale taiith ciicitamig ecte bien btcn Seimei 
November........... sduccatesusce a 
SS ee 
1952—January-........--- 
February - 
Se a 
i 
el eiwcnsnbnteies 
ee 
Pe nateobiwceunnmn 
August _- cpuntitteeaakenw eal 
September. ........... 
UE a css cntcnesdcnae 
November. -........-- 
RGGI sisi ciisontncsinwe 











1 Calculated from retail prices collected by the Bureau of Labor Statistics and the Bureau of Agricultural 
Economics. 

? Payments to farmers for equivalent quantities of farm produce minus imputed value of byproducts 
obtained in processing. 

5 Marketing charges equal margin (difference between retail cost and farm value) minus processor taxes 
plus Government payments to marketing agencies. 

4 Preliminary. 
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j 


Indexes of wholesale prices for fruits and vegetables and all commodities, July 1949 to 
July 1952, monthly 


[1947-49= 100] 


Fresh and Canned and % . < 
Allcom- | dried friits frozen frvits) ,C@nned Frozen Canned 





Seen Shen an ‘ Frozen 
modities and veg- and veg- fruits and fruits and vegetables vegetables 
etables etables juices juices and soups 
1949—July $98. 0 $98. 6 $99. 5 104. 4 93. 8 96.9 
August 98. 2 93. 2 99. 2 102.7 94.4 97.3 | 
September 9S 3 90. 2 99. 1 101. 5 04.4 97.9 
October 97.9 85. 9 99.0 102. 4 94.4 97.6 
November 97.8 92.5 98. 5 101.1 94.0 97.4 
December 97.7 91.3 94.9 91.3 93. 5 96.9 
1950—January 97.7 90.1 96.9 96. 7 94.0 97.2 
February 98. 3 88.8 98. 2 100. 8 95. 2 97.1 
March 98. 5 90.9 98.@ 101.1 94.4 97.0 
April 98. 5 96.9 97.5 98.9 94. 4 97.1 
May 99. 6 96.1 97.7 99. 6 94.4 97.1 
June 100. 2 89.8 98.0 100. 1 102.3 96. 7 
July 103.0 95.4 98. 7 101.2 104. 1 97.2 
August 105. 2 90 0 101.7 107. 5 98. 4 98. 9 
Septem ber 107.1 86.2 102. 4 109.3 98. 4 99.5 
October 107.7 83. 6 103.1 109.8 07.5 100.5 
November 109.3 93.1 101.7 103. 5 97.9 101.6 
December 112.1 95. 7 103. 2 104.9 OS. 4 103. 2 { 
1951—January 115.0 90. 8 105.8 107.8 Ys. 9 106. 0 .3 
February 116.5 97.8 106. 8 110.0 98. 9 106. 4 .3 
March 116.5 88. 5 106. 7 110.0 98. 9 106. 3 | 3 
April 116.3 98. 3 106. 7 109. 9 98. 9 106. 3 3 
: May 115.9 103. 8 105. 8 107.1 99.5 106. 4 3 
i June 115.1 94. 2 104. 4 105. 1 99. 5 105. 1 3 
July 114.2 90.8 103. 5 102.3 99. 5 105.1 } 92. 3 
August 113.7 89. 4 103. 3 102. 7 100. 9 104. 6 | 92.3 
September 113.4 92.8 104. 6 105. 0 100. 7 105. 5 | 92.3 
October 113.7 96.1 105. 6 105. 0 100. 7 107.0 92.3 
November 113.6 106. 9 106. 1 104.9 100. 0 108. 0 92.3 
December 113.5 117.4 106. 2 105. 2 92. 4 108.3 | 93.3 
1952—January 113.0 121.5 105. 7 103. 6 92. 4 108. 4 | 93.3 
February 112.5 112.6 104.8 102. 2 92. 4 107.9 | 91.8 
March 112.3 123.9 104.9 | 103.3 92. 4 107.3 | 91.8 
April 111.8 127.3 104. 6 103.3 | 92. 4 106. 9 | 91.8 
May 111.6 128. 9 104. 5 103. 1 91.9 106. 8 | 91.8 
June 111.2 124.2 103. 5 102.8 87.1 105. 6 91.8 
July 111.8 128. 2 103.9 103. 6 86. 2 105.9 | 91.8 
August 112.1 126. ? 105. 3 105. 3 87.7 107. 2 91.8 
' 


Source: Bureau of Labor Statistics, Wholesale Price Index. 
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Indexes of retail prices for fruits and vegetables and for all items in the Consumers’ 
Price Index, July 1949 to July 1952 

















[1947-49 = 100] 
Consumers’ Fruits and vegetables 
Month prices, all |-——————— 
items Allitems Fresh Canned | Dried Frozen ! 
| | cicehe eeeie 

I iin coe cnccans 101.4 1¢2.9 104.9 97.0 «3D Rr 
ey ee 101.6 938.9 100.2 94.2 Sides. cca 
September____- ncebal 1¢2 1 97.8 99. 1 93.1 ere fesiset. ou. 
ne ed 101.5 95.2 95.9 $2.5 . 8 Se ee 
November. .-_........-- 101.6 98.9 100. 9 91.9 SS Set oe aces 
December... ...--- | 101.0 97.1 98. 6 91.3 WERE S cnaess 
1950—January - ..- wane 100. 6 100.3 103. 0 90. 1 SA Rubiseuwle vce 
POOR 66s. eo ccaseme 100. 4 97.6 99.0 89.7 | ee 
March... ‘ svaliienil 100. 7 96. 5 95.8 89.7 e- Eettddisecconc 
Sure. .4.i6-~ inalisa 100. 8 97.4 98. 7 89.5 Wt Ba ddaess oo a 
May aes albck ; | 101.3 98.9 101.3 89.3 TE Ee Gibldlnnn oa we 
DOG. Sc cas ania tedbel 101.8 12 5 106. 4 89.7 ME OEei Senco 
OURS a cctictiua one 1¢2 9 103. 6 108.0 89.7 BE cette accnectnn 

August..._..- cent 103. 7 94.7 93. 4 91.6 $9 63-25... 
September___- es 104. 4 91.1 87.2 2.8 4 ae 
October is seageost 105. 0 92.9 89.0 95.3 WE cthchs oc cece 
November... ......- a 105. 5 95.8 92.9 96.4 RMR siiiceeccane 
December... . odie 106.9 99.9 98.3 97.7 101.2 100.0 
1951—January--.........-..... 108. 6 104.8 104.3 101.0 103. 0 100. 2 
OY france ttiged 109.9 109.8 110.7 103. 8 104.4 100. 8 
ee | 110.4 106. 3 104.6 105.0 104.7 101.2 
I a ah ici ccsathe el 110.4 105. 2 102. 4 106. 2 104. 8 100. 2 
as te 110.9 108. 5 107.4 106.7 104. 4 99. 6 
June_- 110.8 107.7 | 106.0 107.2 103. 5 98.8 
SU iid Danae dae | 110.9 107.0 | 105. 2 106. 9 102.0 98. 8 
RU 2 55s cncosemaenl 110.9 102.3 99.1 104.3 101.1 98. 0 
September.............- 111.6 100. 4 96.9 103.3 99.9 97.5 
RNs in as So anal 112.1 103.2 101.7 102.4 97.9 97.5 
UR. . caeel 112.8 109. 5 111.4 102.3 96. 8 95.9 
December..............-| 113.1 115.8 121.1 102.7 97.2 95.0 
1952—January-..-.........--- 113.1 118.2 124.8 102.7 97.0 95.0 
PORE Kitinnncntchenat 112.4 109. 5 111.2 102.9 96.9 94. 2 
eee eee 112.4 113.7 117.8 103. 1 96.1 92. 5 
RS eau dewenguadel 112.9 121.1 129. 4 102.8 96. 3 91.5 
RO sdk eeinccckcecioat | 113.0 124.3 134. 4 103. 0 96.3 88.7 
POR e ipinwcccnsnsecgl 113.4 122. 4 131.9 102. 1 96. 4 90.0 
PS. idte beets tcceuee | 114.1 124.0 134. 2 102.1 97.2 90.1 
DIG diets cieicdcsueu 114.3 118.7 126.8 102.3 98. 2 90.8 


| 
' 


1 December 1950=100. 
Source: Bureau of Labor Statistics, Consumers’ Price Index. 


| 
| 
} 
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(The following press release on current price levels in the canned food industry 
was recently issued by the National Canners Association.) 

The following pages document the above facts in detailed form, canned food 
prices are not inflationary—have not been inflationary—and they will not be 
inflationary: 

Congress removed canned fruits, vegetables, and juices from price control 
because the canning industry conclusively established the following facts at 
public hearings last spring: 

1. Canned food production in 1951 was the greatest in history. 

2. Canned food supplies on hand April 1 were the largest in history. 

3. The retail price index for canned fruits and vegetables has been 
consistently under the cost-of-living index and the all food index according to 
calculations of the Bureau of Labor Statistics. 

4. 88 percent of the canners’ sales of fruits and vegetables were at less than 
ceiling prices. 

5. Canned foods meet the price suspension standards developed by the 
Office of Price Stabilization. 

In spite of recurring suggestions by OPS that the steel strike, the drought, or 
other factors will bring about inflationary canned food prices, no runaway situa- 
tions have occurred. In fact, retail canned food prices are less today than they 
were a year ago. Not all items have decreased in price, some have increased in 
price following the fundamental law of supply and demand. When market. 





i 
| 
i 





SOP PRAM PP PPT Per st ttt ee eh 
DK SNAMAMNWOSCONMMOMWWBWONNONO FF Hr Freee eb eee HORS 


SSrrm 


try 


od 
be 


rol 
at 


een 
r to 


1an 
the 


, or 


ua- 
hey 
1 in 
ket, 


es 


CONSUMER COMMODITY PRICES AND MARGIN SPREADS  Il()1 


conditions would permit there have been price increases in response to cost 
increases. 

All indications for the future, barring some unforseen and terrific disaster, 
point to a continuation of stable, noninflationary canned food prices. The faets 
are: 

1. Competition among canners is extremely keen. 

2. Supplies are large. 

3. Production is large. 

4. Current BLS price indexes show that canned fruits and vegetables are 
way below the all food index and substantially under the cost-of-living index. 

5. The Secretary of Commerce reported on August 13 that a Department 
of Commerce survey “indicates no widespread price increases as a result of 
the drought.” 

6. The most recent report by the Department of Agriculture (The Demand 
and Price Situation, August 8) states that “prices for most canned fruits in 
the 1952-53 season probably will be lower than in 1951-52” and that “‘the 
release of ceiling prices on canned and processed vegetables had little effect 
on most prices, and current supplies of most items are adequate to meet 
demand at relatively stable prices.” 


CuHart 37 


ANNUAL SUPPLY - MAJOR CANNED FRUITS AND VEGETABLES 
{ MILLION CASES ) 
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CHartT 38 


COMPARISON OF CANNERS AUGUST PRICES WITH 
JUNE 30 OPS CEILINGS 








% OF %e OF 
cE NG CEILING 
105 
OPS Ceiling Price June 30,1952~. 00 
| 
Actual Price Aug. /5, 1952 
95 95 
95 95 
90 990 
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80} 80 
75r 75 
~ 4 Sd 
0 WZ ZZ ° 
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Notional Conners Assoc 
August 1952 
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RETAIL PRICE TRENDS 
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r Meat production and per capita consumption in United States, 1935-39 average 
annually 1940-51, and preliminary estimates for 1952 } 
IF 
NG Production (million pounds) 
05 i ee : 
Year Pork (ex- 
All meats Bee Veal en cluding 
00 i lard 
1935-39 average 16, 182 6, 937 1, 038 870 7.337 
5 1940 19, 076 17: gsi 876 10, 044 
1941 19, 569 8, OS2 1, 036 923 9, 528 
1942 21,912 8, 845 1,151 1, 042 10, 876 
1943 24, 482 8, 571 1, 167 1,104 13, 640 
0 1944 25, 178 9,112 1, 738 1, 024 13, 304 
1945 23, 687 10, 275 1, 661 1, 054 10, 697 
1946 22, 956 9, 373 1, 440 970 11,173 
1947 23, 430 10, 428 1, 599 802 10, 601 
35 1948 21, 446 9, O79 1,412 750 10, 205 
1949 21, 710 9, 448 1, 322 607 10, 333 
1950 22, 079 9, 538 1, 230 597 10, 714 
i 1951 21, 909 &, 843 1, 061 522 11, 483 
30 1952 3 22, 500 9, 600 1,100 600 11, 200 
Per capita consumption (pounds) 
75 am - ieee iced caaienies 
1935-39 average 126. 2 55. 2 8.1 6.8 56.1 
1940 141.7 54.7 7.4 6.6 73.0 
) 1941 142.8 60.5 7.6 6.8 67.9 
1942 139.5 60.8 8.2 7.2 63.3 
1943 146. 0 52.9 8.2 6.4 78.5 
1944 153.5 5.3 12.4 6.6 79. 2 
1945 144.4 59.0 11.8 7.3 66.3 
1946 3.4 61.3 9.9 6.6 75.6 
1947 55.0 69.1 10.7 5.4 69.8 
1948 145.4 62.6 9.4 5.0 68.4 
1949 143.9 63.5 8.7 4.1 67.6 
1950_ 143.5 63.0 8.0 3.9 68.6 
1951 137.7 56.1 6.6 3.4 71.6 
1952 2 140.0 60. 0 7.0 3.8 69.0 
i ! Population is adjusted for underenumeration of children under 5 years. Beginning 1940 data exclude 
00 : meat produced in Haw 1ii and Virgin Islands. Beginning 1941 consumption is civilian only. Units are 
i careass Weight equivalent; excludes edible offals. 
? Preliminary 
Source: BAE, USDA, OPS. 
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Retail value of meat consumed compared with disposable personal income, by years, 
1930 to 1951 


Retail value of meat con- | Disposable personal income 
Awersee | sumed per person ? | per person 3 Retail value 
age 
| 


of meat as 





, ctail price OO" 
Year retail price | 








os > | | percentage 

, | | Index Index _| of disposable 

ee | Value | number, Value | number, income 
| 1935-39=100 | | 1935-36= 100 
| | | 
| Percent | | Percent Percent 

eS coe ae $0. 30.8 | $34. 60 | 118.9 | $595 | 116.7 | 5.8 
1081. _... Se 25.6 | 29. 10 100. 0 | 505 99.0 | 5.8 
SOS icine 19. 5 | 22. 30 | 76.6 | 381 74.7 | 5.9 
SRP pe 17.5 20. 70 | 71.1 | 358 | 70.2 | 5.8 
eS aes 20. 9 | 25.90 | 89.0 | 406 79.6 | 6.4 
Ws oe eee 28. 0 28. 20 | 96.8 | 453 | 88.9 | 6.2 
Se ees are 26.7 29. 80 | 102.3 | 513 100.7 | 5.8 
on sana cet 28.9 | 31. 30 | 107. 5 | 548 107. 5 | 5.7 
| erage 25.5 | 27.90 | 95.8 | 501 98.3 | 5.6 
Sons ee 24.6 | 28. 40 97. 6 | 533 104. 6 | 5.3 
1940 as 22.9 | 28. 40 | 97.6 | 569 111.6 | 5.0 
PO aa eancn te 26.8 | 33. 30 | 114. 4 | 686 | 134. 5 | 4.9 
1942 ¢ an 31.4 | 37. 90 | 130. 2 | 860 168. 6 | 4.4 
BS ee eas 31.9 40. 80 140. 2 | 963 188. 8 | 4.2 
1944 4 Sic 30. 2 40. 70 | 139.9 | 1, 055 | 206. 9 | 3.8 
BR cate cc 30. 2 37.90 | 130. 2 | 1, 073 | 210.4 | 3.5 
1946 4 wield 38.4 | 61.35 | 176. 5 | 1,117 219.0 | 4.6 
ON ee 56. 2 | 75. 34 258.9 | 1, 169 229.2 | 6.4 
BE aos seb cccaen 62. 6 | 78. 88 271. 1 | 1. 277 250. 4 | 6.2 
1949 ey 56.8 | 70. 74 243.1 | 1, 243 243.7 | 5.7 
OS get ene 59.5 74.11 | 254.7 | 1, 339 262. 5 | 5.5 
DOE anata knk 65. 8 | 79. 25 272.3 | 1, 436 281.6 | 5.5 


1 Weighted average of retail prices for all important cuts. Note that this weights the price for each 
meat in each year by the quantity consumed in that year, and that lard is excluded. 
? Computed from estimated retail weight of each meat consumed per civilian consumer. 


* Computed from income data of U. 8. Department of Commerce, 1929-49. 
4 Data affected by wartime controls. 


Source: BAE, UDSA, OPS. 
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An ANALYstIs OF Price SpreapDs FoR WHITE BREAD 


By Stanley W.. Phillips, Economie Analyst, United States Department of 
Agriculture 


Although farmers’ prices for wheat have declined substantially from the record 
level reached in January 1948, prices of bread have risen further and are at an 
all-time high. The increase in the price of bread can be traced largely to the 
higher costs of baking. Costs of milling flour and of transportation also have 
increased but these items are of lesser importance in the retail price of bread. 
The retail margin has stayed fairly stable it this period. 

The farmer’s share of the cornsumer’s bread dollar in 1951 was 3 cents lower 
than in 1948. For other articles in the market basket, the farmer’s share in 1951 
averaged only 1 cent lower than in 1948. The recent rise in retail bread prices 
has decreased the farmer’s share still further. 

Advances in bread prices above the record levels of 1951 without a corresponding 
change in wheat prices raises several basic questions regarcing processing and dis- 
tribucion charges. These can be summed up in one question, ‘‘Who gets what, 
and why?” 

In 1951, the consumer’s bread dollar was shared about as follows: 


Cents 
Farmers E ce 19 
Grain elevators, transportation agencies, and manufacturers of nonwheat 
ingredients oe 5 
Flour mills : : os fe Ho 5 
Bakeries_____- . : ; 2 ‘ 60 
Grocers _ -- - : ne ea eats cia dae piers bee te 11 
wees FES ee is ao é a wae 100 


Prices received by flour mills and bakeries for their products have been rising 
during the past 6 years but their costs also have increased considerably. With 
respect to labor, the most important cost item, hourly earnings have increased 
steadily. Output per worker has not shown a corresponding rise and employers 
have tended to pass on higher costs to the buyers of their products and services. 
Data on profits are limited to some of the larger companies. For these concerns, 
both flour milling and bread baking, profits before taxes have averaged con- 
siderably higher than in earlier years. After the payment of taxes, however, 
profits have appeared much more modest. In terms of the ratio of net operating 
profit to net sales, the profit position of four large flour-milling concerns in recent 
years has been below 1942 inevery vearbutone. Exactly comparable figures are 
not available for six large wholesale bakeries. However, net profit as a percentage 
of sales has been below 1935-39 in every vear since except 1946 and 1948. 

Bread prices at all-time high 

The upward trend in wholesale and retail prices of white bread since 1939 is the 
longest continuous rise on record. Price increases were moderate during the 
World War II period of price control but were rapid after controls were removed. 

tetail bread prices in 1945 averaged 14.5 percent above those of 1939, 95 percent 
above in 1951, and 102 percent above in May 1952. 

As might be expected, wholesale prices also rose. <A close relationship exists 
between average wholesale and retail prices in the four United States cities where 
the Bureau of Labor Statistics gathers data on both. These series indicate that 
the retailer’s gross margin has moved within fairly narrow limits and that fluc- 
tuations seem to have been unrelated to price trends. The gross margin increased 
slightly between 1947 and the beginning of the Korean crisis. Since then it has 
drifted about one-third of a cent below the 2.2 cents reached in June 1950. There 
is no evidence that retailers have attempted to maintain historical margins, either 
in terms of cents or percentage of’retail price. On the contrary, this narrowing 
of the gross margin suggests that grocers have met or have anticipated meeting 
buyer resistance. (See table on next page and chart 40, on p. 108.) 
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Bread prices depart from wheat price trend 


Before the war, changes in farm prices for wheat paralleled changes in retail 
prices for bread. Bread prices and wheat prices both advanced in 1946 and 1947 
but early in 1948 wheat prices at the farm declined while retail bread prices held 
firm.! This situation continued through 1949 and the first half of 1950. After 
the Korean war began, wheat prices advanced somewhat but remained fairly 
steady through 1951 and 1952 at about 1948 levels. Bread prices rose on three 
occasions during the past 2 vears: in mid-1950, in the winter of 1950—51, and in 
the late spring of 1952. These advances amounted to much more than the wheat 
price increase and brought an all-time high in bread prices. 

Since early 1951, bread prices have been subject to price control, and the two 
most recent price increases were authorized by the Office of Price Stabilization. 
Oricinally frozen at December 19, 1950-—January 25, 1951 levels under the General 
Ceiling Price Regulation, Supplementary Regulation No. 80 to the GCPR, No- 
vember 1951, permitted bakers to raise prices 11 percent over the highest 3-month 
average price reached in 1949. Ceiling Price Regulation No. 135, dated April 
10, 1952, allowed bakers increases of 16 percent over highest prices charged in 
1949. Exact dollar-and-cent increases resulting from each of these regulations 
were passed on to consumers by retailers without regard to any customary mark-up 
p:-rcentages. : 


Cuart 40 


WHITE BREAD PRICES 


Average, New York, New Orleans, Chicago, and San Francisco 


¢ PER LB. 


Retail 
15 i SS 


ee eR oe 
ile tie Fe | 


l = a oe ae 
— Wwiclasats 


Farm value of grain content 


1946 1948 1950 1952 


MONTHLY DATA FROM BLS AND BAE 


U. S. DEPARTMENT OF AGRICULTURE NEG. 48722-XX BUREAU OF AGRICULTURAL ECONOMICS 





Farm share declines 


These increases in retail prices have meant some decline in the farmer’s share 
of the consumer’s bread dollar. After the end of World War II this share re- 
mained fairly constant at about 20 percent for grain and 4 to 5 percent for other 
ingredients until 1947 when it moved upward with rising wheat prices. Beginning 


1See Farm-to-Retail Margins for White Flourand White Bread, Bureau of Agricultural Economics, 
December 1948. 
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with the sharp decline of wheat prices in February 1948, the farmer’s share of the 
retail bread price dropped to 18 percent for the flour content and 4 percent for all 
other ingredients. In 1949 and 1950, the farmer’s share for the flour content 
remained at 16 to 17 percent with another 3 percent accounted for by other 
ingredients. In 1950, asharp rise in bread prices accompanied by only a moderate 
improvement in farm prices brought the farmer’s share of the bread dollar down 
to 16 percent for flour and 19 percent for all ingredients. 

When bread prices and wheat prices moved in opposite directions in 1948 and 
to a lesser extent in 1950-51, the processing and marketing spreads widened and 
considerable interest developed in determining at what point in the marketing 
process the significant changes occurred. The fair degree of constancy prevailing 
between wholesale and retail prices shown in figure 4 and a smaller percentage 
mark-up for retailers in 1951 and 1952 than in previous postwar years narrowed 
the search for significant increases to the transportation, milling, and baking stages. 


Cuart 41 


YOUR LOAF OF BREAD 
The Retail Price and Where It Goes 


CENTS PER LB. 


ANNUAL 
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. 
Factors responsible for bread price increases 


Transportation —Charges for moving the wheat from farm to mill, usually via 
one or more storage points, and those for moving flour from mill to bakery are 
included in the farm retail price spread. Wheat and flour are moved largely by 
rail. Since June 30, 1946, rail rates on grain and grain products have been raised 
on several oceasions. Present rates authorized by the Interstate Commerce 
Commission on this class of commodities average 71 percent higher, for the country 
as a whole, than on the above date.? 

More than half of this increase has taken place since 1948. Transportation 
charges now approximate only one-half cent per pound loaf. However, an 
increase in transportation costs may lead to considerably larger increases in the 
retail price of bread. This results from the fact that millers and bakers often 
calculate their margins as a percentage mark-up of these costs. 


2? Monthly Comment on Transportation Statistics, Bureau of Transportation Economics and Statistics, 
Interstate Commerce Commission, June 13, 1952. 
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Pound loaf of baked white bread: Estimated farm value of inaredients, miller’s and 


baker's cost and spread, retail price, and farmer’s share of retail price, annual, 
1989-49, monthly, 1950-52 





Farmer’s 
Farm value oe Cost to baker share of retail 
Wheat’ niin | as: Bak- rrice 
(cost to onilin Mill- oa } 

Year and month —— value io ” —7——land re-| Retail. ———- . 

Grain (Oe BOUr) ~ of | Hour ._|tailer’s| P!C®” | Grain ' 
(flour | Allin-| con- | goup« Spread) _ Allin- spread (flour A! in- 

oan eredi- tent) Flour 5, gredi- ” onan gredi- 

tent)! | ents? ents 6 tent) ents 

Per- Per- 

Cents | Cents | Cents Cents | Cents | Cents | Cents | Cents | Cents cent cent 
1939 0. 80 0. 96 0. 04 1. 36 0. 42 1. 52 2.13 6.2 8.3 10 12 
1940 93 1.08 1.05 1. 41 . 36 1. 57 2.16 6.2 8.4 il 13 
1941 1.04 1.27 1.13 1. 56 . 43 1.70 2. 42 6.2 8.6 12 15 
1942 1.22 1. 57 1.28 1. 76 48 1. 86 2. 74 6.6 93 13 17 
1943 1. 53 1. 92 1. 58 1.98 8.42 2.06 2. 95 6.5 9.4 16 20 
1944 1.72 2.12 1.76 1.98 5.46 2.05 2. 92 6.5 9.4 18 23 
1945 1.79 2. 22 1.83 2.00 8.49 2.05 2.91 6.6 9.5 19 23 
1946 2.10 2. 59 2. 20 2.48 5.48 2. 4 3. 55 y OF 10.9 19 24 
1947 2. 93 3. 47 3. 03 3. 82 79 3.91 5. OF 7.9 13.0 23 27 
1948 2. 62 3.17 2.77 3.42 65 3. 50 4.73 9.8 14.5 18 22 
1949 2.40 2.80 2. 56 3.18 . 62 3. 25 4.25 10.3 14.5 17 19 
1950 2. 48 2. 87 2. 63 3. 30 67 3. 37 4.39 10.4 14.8 17 19 
1951—January 2. 65 3.16 2.78 3. 51 73 3. 59 4.78 11.4 16.2 16 19 
February 2. 80 3. 33 2.89 3. 65 76 3. 73 4.04 11.5 16.4 17 20 
March 2. 66 3.18 2.75 3. 55 . 80 3.68 4.84 11.4 16.2 16 20 
April 2. 62 3.14 272 3. 54 . 82 3. 68 4.84 11.4 16.2 16 19 
May 2. 61 3.11 2. 72 3. 51 .79 3. 59 4.79 11.3 16.1 16 19 
June 2. 56 3. O8 2. 63 3. 47 St 3. 54 4.74 11.5 16. 2 16 19 
July 2°53 3.05 2. 60 3. 48 8 3. 56 4.73 11.5 16.2 16 19 
August 2 3.05 2. 64 3. 47 83 3. 55 4.71 11.5 16.2 16 19 
Septem ber 2 3. 05 2.62 3. 42 . 80 3. 50 4.68 11.5 16. 2 16 19 
October 2. 57 3. 06 2. 68 3. 44 . 76 3. 52 4. 68 11.5 16.2 16 19 
November 2. 66 3. 15 2. 73 3. 54 SI 3. 62 4.78 11.4 16.2 16 19 
December 2. 66 3.15 2. 72 3. 50 78 3. 58 4.73 11.5 16.2 16 19 
Year a 2. 62 3.18 2.7 3. 51 80 3. 59 4.77 11.4 16.2 16 19 
1952—January 2. 64 3. 11 2. 70 3. 50 . 80 3. 58 4. 7: 11.5 16.2 16 19 
February 2. 63 3.10 2. 66 3. 45 .79 3. 53 4. 66 11.7 16.4 16 19 
March 2. 65 3. 10 2. 67 3.45 .78 3. 53 4. 66 11.7 16.4 16 19 
A pril 2. 61 05 2. 63 3. 40 .77 3. 48 4. 61 11.8 16.4 16 19 
May 2. 58 3. O4 2. 65 3. 38 | 3. 45 4. 57 12. 2 16.8 15 18 


! Price received by farmers applied to 0.912 pound of all wheat less imputed value of byproducts. 

2 Value at prices received by farmers less byproduct allowances for wheat and other farm products yielding 
ingredients used in bread baking 

>’ Weighted average wholesale value of 0.912 pound of major classes and grades of wheat used for milling 
bread flour in 6 markets, adjusted to level of cost to miller, as reported in the census of manufacturers, and 
further adjusted to eliminate imputed value of millfeed byproducts. 

4 Weighted average wholesale value of 0.649 pound of several types of bread flour in 5 markets adjusted 
to mill-sales level as reported in the census of manufactures. 

§’ Weighted average wholesale value of 0.649 pound of several types of bread flour in 5 markets adjusted 
to the level of cost to bakers as reported in the census of manufacturers. 

6 Cost of flour, shorte z, dry milk, yeast, salt, sugar, malt extract, and mineral yeast food, used per 
pound of bread (1935-39 estimated average formula) adjusted to level of cost to bakers, as reported in the 
census of manufacturers. 

7 Estimated national average retail price per pound for both urban and rural areas, based upon retail. 
prices collected by the Bureau of Labor Statistics and the Bureau of Agricultural Economics with adjust- 
ment to consumer purchase survey level 

8 Includes subsidy payment of 0.02 cent per loaf in 1943, 0.24 cent in 1944, 0.32 cent in 1945, and 0.20 in 1946 





Milling cost increases.—The price spread for flour is the difference between the 
mill sales value of the flour content of a 1-pound loaf of bread and the cost to the 
mill of the equivalent quantity of wheat after adjustment has been made for the 
value of the byproduct feeds. This spread represents the share of the consumer’s 
bread dollar received by the milling industry. In the postwar period, it has 
followed the farm value of wheat fairly closely. As the farm value declined in 
1948 and 1949 from the 1947 high, the mill spread moved in the same direction 
(above table). Its rise during 1950 and 1951, however, preceded and exceeded, 
percentagewise, the upward trend of wheat prices. The spread in 1951 averaged 
0.80 cent, the highest annual average since 1920. This was 31 percent of the farm 
value of the wheat in a loaf of bread compared to 23 percent in 1946. 


#1 pound of baked bread requires 0.949 pound flour which is equivalent to 0.912 pound wheat (71 percent 
extraction). 
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The principal component of the mill spread is labor cost, which has amounted to from 
10 to 15 percent of the mill’s sales dollar. Significant increases in hourly earnings 
have occurred here since the end of World War II. Hourly earnings in 1945 were 
approximately 50 percent above the 1935-39 average but were about 150 percent 
above in 1951. The most substantial increases in hourly earnings took place 
between 1946 and 1947 and between 1950 and 1951, which coincided with the 
periods when the mill spread increased. 


Hourly earnings: Flour and other grain milling industries—average 1935-39, annual 
1939-51 


Hourly earnings ! Hourly earnings ! 
Year Index Year Index 
Actual numbers Actual numbers 
1939=100 1939=100 
Average 1935-39 $0. 571 94.4 1945 $0. 892 147.4 
1939 . 605 100.0 || 1946. ____. : 3 . 996 164°6 
1940. . 611 101.0 1947 : 21.145 189. 3 
1041 639 105. 6 1948 1. 236 204.3 
1942 . 720 119.0 1949 1.318 217.9 
1943 . S01 132.4 1950... pee 1. 382 288.4 
a . 843 139.3 a “ 4 1.482 245 1 


1 Includes overtime. 
? Revision in series beginning 1947—old series: 1947, $1.146. 


Unfortunately, little is known concerning other costs included in the mill 
spread. Undoubtedly, increases occurred here also but means of measuring 
them are lacking. 

An attempt has been made to determine how profitable flour milling has been 
in the postwar years. An over-all picture of profits of the flour-milling industry 
is difficult to obtain. Mills which are predominantly flour makers usually also 
produce a large volume of feeds, trade in grain, and perform certain services such 
as grain storage. Income from all is lumped as ‘‘operating income.’’ Changes 
that have taken place in financial organization prevent the collection of data for 
prewar years on certain important companies. Lastly, comparison of the finan- 
cial data of the various firms is hampered by their use of dissimilar fiscal periods. 

Notwithstanding these difficulties, it has been possible to compute the per- 
centage of operating income to net sales and that of net income (operating income 
less depreciation and taxes) to net sales by years since 1942 for four of the seven 
largest flour-milling concerns. These figures, all based on fiscal years ended 
May 31, furnish a clue to the profitability of the larger mills which supply much 
of the flour bought by large wholesale bakeries. The table reveals for 1942-51 
the average amount of the sales dollar retained by four large flour-milling concerns 
before and after taxes and depreciation. Although net sales have kept rising, the 
proportion of profits has shown no tendency to increase. Taxes and depreciation 
charges have reduced the net to less than 2 cents on the dollar. 








Income, operating and net: Actual and as a percentage of net sales, 4 large flour 
milis, 1942-51 
Income Percentage of net sales 
Year ended May 1931 we - . - 
Operating Net Operating Net 

Millions Millions Percent Percent 
1942 $13. 49 $4. 68 7. 23 2. 57 
1943 22. 35 5. 71 7. 65 2. 09 
1944 25. 94 5. 04 7.71 1. 56 
1945 23. 80 4. 51 8. OS 1. 67 
1946 ; 25. 2 4. 56 10. 72 1. 92 
1947 36. 55 6.17 20. 49 2.99 
1948 ‘ a 43. 90 4.53 21. 98 2. 41 
1949 - _ 30. 22 3. 49 16. 51 1. 04 
1950 ; ‘ ‘ ; 30. 76 3. 82 15. 93 1. 97 
1951 — ‘ ; 38. 7 4.39 15. 36 1.72 


1 Net income equals operating income less depreciation and Federal income taxes. 
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Baking and distribution cost increases.—The wholesale baking spread is defined 
as the difference between the cost of the ingredients of a loaf of bread to the baker 
and his selling price for the baked loaf. It represents by far the largest part of 
what the consumer pays for bread. . The general trend in this spread since the 
end of the war has been upward. At the beginning of 1948, bread prices advanced 
while ingredient costs dropped, thereby widening the spread at both upper and 
lower limits. The spread was stable in 1949 and early 1950 but when ingredient 
costs began to move upward later that year, bread prices advanced even more. 

Noningredient costs and profits before taxes have risen much above prewar 
levels and substantially more than ingredient costs. Again, labor costs are a 
principal component. According to the 1947 Census of Manufactures, wages 
paid to production and related workers amounted to 13.3 percent of the value 
of goods shipped by bakeries selling mostly to grocers. Hourly wage rates of 
bakery workers advanced from $0.972 in 1946 to $1.374 in 1951, a rise of 42 percent. 


Hourly earnings: Baking industry, average 1935-39, annual 1939-51 








Hourly earnings ! | Hourly earnings ! 
° onne. acntiqgiienicnimrsiaaiiiiinall I sasisianatatestienlaisasnineniadiattinit tin 
Year | Index Year | Index 
Actual | numbers, |} | Actual | numbers, 
1939=100 || 1939 = 100 
‘sisi bliss dae | . : —-|— eihip 
Average, 1935-39..........| $0. 580 | $0. 867 | 139.6 
1939 mnie ae : 621 . 972 156. 5 
IR ec asin oa ae how : . 638 | 11.071 172.5 
WN et ce a eee . 665 | 1, 164 187.4 
1942 aduhegnue aaa . 726 | 1. 239 199. 5 
ORs. as eels ba . 797 | 1. 290 207.7 
BE ca ccninsotees-aientnaind . 839 1.374 221.3 





! Includes overtime. 
? Revision in series beginning 1947—old series: 1947, $1.079 to 1948, $1.166. 


Based upon Bureau of Labor Statistics data. 


Other baking costs have moved upward as well. The evidence reveals that 
increases have taken place in every cost classification other than that of ingre- 
dients. Between 1945 and 1950, production costs rose approximately 48 percent. 
Selling expense, though not as large an item, advanced 67 percent. 

Profits before taxes have been higher than they were before the war. Although 
they were much lower in 1951 than in 1946, no discernible trend is noted for the 
postwar years. 
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CuHart 42 


PROFITS OF SIX WHOLESALE 
BAKING COMPANIES 


AS PERCENTAGE AS PERCENTAGE 
OF NET SALES OF INVESTMENT 


protal profits 


3 Taxes 
Z After taxes 


> 


1935-39 1935-39 : 1952 


AV. 1946 1950 AV. 1946 1950 


DATA FROM MOODY'S INDUSTRIALS 
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Baked bread—Cost, price received, and net profit per pound product, 6 large wholesale 
bakeries, 1945-50 








































































































Item 1945 | 1946 | 1947 1948 | 1949 | 1950 
i | | 
Cost: | | 
Production: Cents | Cents | Cents | Cents | Cents | Cents 
Os sicntiieet anced a cachaind giamirdhinpueinyeeelie 2. 06 2. 53 3.42) 3.48) 3.13 | 3.19 
Other SOT a oh han oii Shiccncccsicctesecs 1.06 123; 1.438) 154) 1.43} 1.44 
Manufacturing labor: | | | 
IN san ete dicted ati eorncccenias 1.03 1.08 1.14] 1.27] 1.36] 1. 48 
Indirect: ........ asd GaaksausS oiagap la staaiegnae cli 107} 1.14] 119] 133] 144|/ 18 
Waren, dc dads shcaboiciete asa dincse -33 | .37 . 45 | . 52 | . 55 . 59 
DO once cinimaneiibinadicnakinepnnlewtines 5.55} 6.35| 7.63| 814| 7.91 8.23 
Selling: Ag ae | | 
MO TR yin is edi ctccptndiinncaauainun te eaben . 99 1.19 1.31| 1.44 1. 50 | 1. 59 
Vent CIR risk cio craks sah cee .22 . 24 . 25 . 30 | 33 | 35 
DEW oh ain ahantctbineniniscageniaa 21 .23 27 | 27 | . 33 . 34 
QCUNGT GEFs tinct cciccdisedbbcceacuskeudauadl - 32 | -31 | 39 | - 50 | . 58 | . 63 
DB a ieee | 174] 1.97] 222] 251] 274) 291 
Administration and general... .......................- .19 21 | -21 | 22 | . 25 26 
| ——| = 
Tenants ha cicld ndacalnuskcweien 7.48 |} 8.53 | 10.06 10.87 10. 90 11.40 
Average price received.............-.----------------- 7.45; 883 | 10.46| 11.54] 11.44| 11.99 
Net profit before taxes........_- - soaleasta ee baoeiaiakio oe —.03| .30; .40| .67| 54 59 








Based on data in press release of Senate Agriculture and Forestry Committee, information obtained in a 
conference with the committee's staff, and data taken from Federal Trade Commission reports. 


In the postwar years, the baker’s share of the consumer’s bread dollar has been 
great enough for upward changes in their costs and profits to become controlling 
factors in the movement of bread prices. The combined shares of farmers and 
retailers are approximately half of what the bakers receive. Consequently, con- 
siderable change must take place in farm prices of wheat and retailers’ gross mar- 
gins before any appreciable effect is produced on the price of bread. In seeking 
an answer to the ‘‘why”’ of higher postwar bread prices, it is significant that little 
change has taken place in wheat prices or the retailer’s spread but that big in- 
creases have taken place in the baker’s costs and margins. 


O 





